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; tchur’s borrowed $350 from the largest bank in town. Arthur 


endorsed the note. When his friend was killed in an automobile accident two 
weeks later, Arthur’s sorrow was mixed with dismay when he learned that he 
would have to pay off the note. @ Arthur thinks himself the victim of a grave 
injustice; he and the 26 other people who work for the same company have made 
up their minds never to endorse another note — never to borrow from that bank. 
And they’ve told their friends about it. @ This is only one of the reasons why 
the twenty-year records of The Morris Plan Insurance Society show that when 
a commercial or industrial bank adds insurance protection for small loans, net 
profits invariably rise. @ Twenty years ago the Society wrote the first such 
policy. During these years it has devoted all its efforts to perfecting this type of 
insurance service. As the nation-wide leader in its field, the Society wrote more 
than $56,000,000 of insurance in 1937 and in the first six months of 1938 
protected the lives of 133,374 borrowers for a total of more than $31,000,000. 
The Morris Plan Insurance Society, 420 Lexington Avenue, Nggmiork, N. Y. 
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The Condition of BUSINESS 


Last QUARTER OUTLOOK. Business is in a mood to go 
ahead if given a chance. Almost everything in the way of 
available information points to a period of rising activity 
during the last quarter and sentiment has managed to shift 
quite rapidly from a position of expecting the worst to 
hoping for the best. The automobile and building industries 
are bellwethers. 

SPENDING ProGRAM. The Government’s spending-lending- 
handing program is moving along and, for one reason or 
another, almost 20 per cent of the adult population of the 
country will receive money from the Treasury during the 
last half of the year. The result is already apparent in various 
indexes but it would be a mistake to call it recovery. 

OpsTACLEs. Froma domestic standpoint the unmanageable 
Government debt is the greatest single obstacle to faith in 
the future and normal prosperity, and that is a bridge which 
will have to be crossed when we get to it. From an interna- 
tional standpoint the chief factors opposed to recovery are 
the spread of economic isolationism, politically manipulated 
currencies and almost daily threats of war. Stabilization of 
several leading currencies on a gold basis would be a timely 
indication of returning reason. 

When true recovery arrives it will be easily recognized 
by a number of old-fashioned characteristics like balanced 
budgets, gold based currencies, untrammeled foreign trade, 
safeguards for private enterprise and respect for contracts. 

MONOPOLY AND OTHER THINGS. The monopoly investiga- 
tion is one coming event that casts an impressive shadow. 
The tendency of this item on the Fall program to spread 
indefinitely and take in more and more territory, is a source 
of real concern to the leaders of many important industries. 

PLANNED PLANNING. The favorable Autumn outlook is 
disturbed considerably by discussions of new reform meas- 
ures and contemplated changes in some existing legislation. 
Federal supervision of wages and hours is an undertaking 
both vast and untried and its possible effects are an unknown 
quantity. Coming at this time it will probably add to the gen- 
eral uncertainty and increase the hazards confronting busi- 
ness. Federally supervised agricultural production is having 
its own troubles in deciding what to do about huge crops 
and in trying to teach Nature the law of supply and demand. 

Taxation. There is no way at present for business to find 
out what new taxes are ahead. The only certainty is that 
there will be important changes in remodeling the tax 
structure and the burden will be greater than ever before. 

Further banking legislation, important revisions to the 
Social Security setup and various experiments and excursions 
still in a nebulous state must be included in the list of pos- 
sible developments directly affecting business. 

BANKING’S cross section polls of bank directors during 
August showed a slightly less favorable situation than last 
month. Twenty-three per cent said that the trend of their res pec- 
tive businesses was upward, 42 per cent reported no definite 
change and 35 per cent stated that the main trend was downward. 
This ratio during the previous month was about 31:38:31 while 
the ratios for the five months before that were as follows: 


15:26:59 
13:33:54 
15:34:51 
11:31:58 
11:28:61 


February 
March 
April 
May 
June 
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MANY INVESTIGATIONS. There are now in progress more 
inquiries, investigations, studies and exaniinations than 
usual, directly bearing on business. The National Economic 
Committee has assigned to the Securities and Exchange 
Commission certain aspects of the monopoly investigation. 
Also the Commission, in addition to its voluminous study of 
investment trusts, is engaged on various other continuing 
investigations as, for example, one dealing with public utility 
holding companies. 

The Federal Communications Commission has a number 
of things under way or scheduled. One of these has to do 
with questions of monopoly in connection with broadcasting 
facilities. The Commission is also studying the question of 
superpower in broadcasting, radio facilities in the Great 
Lakes area and the power of transmitters on ships. Also, the 
majority report on the investigation of the A. T. & T. will 
be submitted to Congress in January. An inter-departmental 
committee is studying the possibility of a short wave 
broadcasting station to be operated by the Government. 

The Federal Trade Commission, moreover, is studying 
the distribution of motor vehicles, the agricultural implement 
business, the news print industry and various aspects of the 
Robinson-Patman Act. 

The Interstate Commerce Commission has a number of 
investigations under way. These include freight forwarding, 
the Allegheny Corporation, the Chesapeake Corporation, 
intrastate rates in various states, motor carrier problems, 
express rates and air conditioning costs in Pullman cars. 

SENATE Ingurries. There is a Senate committee author- 
ized to investigate the production, transportation and 
marketing of wool. Another Senate committee will look into 
the matter of business firms contributing to party funds. 
Senator Brown of Michigan heads a special committee 
on taxation of Government securities and salaries, A joint 
Congressional committee is studying the nation’s phosphate 
resources. The Forestry Committee is holding an investiga- 
tion. There are also the following committees occupied in 
their respective fields: Lobby, T.V.A., Reorganization, 
Unemployment and Relief, Merchant Marine. 

There is a Senate committee on manufacturers that is 
studying a national economic council and another group is 
studying the potash industry. Still another in the Senate 
has been assigned the task of looking into profit sharing 
systems between employers and employees. 

This does not begin to cover the entire range of in- 
vestigations and activities of a similar nature affecting 
business. 

VotumE or Loans. There are some signs of an upturn in 
business credit but not enough to justify an optimistic 
view. The cautious policies of manufacturers and buyers 
persist and few are borrowing the money which would be 
necessary for enlarged operations. Until business borrowing 
is revived in greater volume it is reasonable to assume that 
faith in the outlook for recovery cannot be very firm. 

CapiTaL Market. Considerable encouragement has been 
derived from the condition of the capital market and the 
upward trend of security flotations. Ever since business 
started to decline last Fall a good share of new capital has 
been obtained through private financing. A revival in the 
demand for securities on the part of individual investors is a 
sign of returning confidence. 

R. 


The most important piece of paper in the world 


Tus 1s A Pay Envelope. 


It contains two things. But most men 
get only one out of it. 

It contains the immediate necessities 
of life—and, unfortunately, most men 
get that from it, nothing more. 


But it also contains your whole future 
happiness. 


There is in it the home or farm you’ve 
dreamed of owning; a college education 
for your son or daughter; a business of 
your own. There is in it the means to let 
you someday say to the world—“I’m 
through working. I can take life easy.” 

Do these sound like dreams that only 
a man of large income can realize? They 


are not. Anyone can realize them for a 
few cents a day. 

For any man who has ten or fifteen 
years of earning power left—even a mod- 
est earning power—can make a financial 
success of his life. An Investors Syndi- 
cate representative can show you how. 

Ask him to explain the Living Protec- 
tion plan—and how, by means of it, you 
can accumulate $5,000, $10,000, $25,000, 
or more. Let him show you how this 
plan encourages the persistence which 
makes success possible. 

He can show you how this plan is help- 
ing over 250,000 people to success right 
now—and how it is backed by an insti- 


INVESTORS SYNDICATE 


Established 1894 


Living Protection ...everyman's road 


to financial security 


tution nearly half a century old, with a 
record of having met every obligation on 
time, when due, throughout its business life. 

Look up your local Investors Syndicate 
agency office in the phone book and ask 
a representative to call. And in the mean- 
time, mail the coupon below—today. It 
will bring you a booklet which points the 
way to future security for all who care to 


take it. 


There are Investors Syndicate agency 
offices in over 200 leading cities 


INVESTORS SYNDICATE TITLE AND GUARANTY 
CO., NEW YORK + INVESTORS SYNDICATE, LIM- 
ITED, CANADA ' THESE COMPANIES ARE AFFILI- 


ATES OF INVESTORS SYNDICATE 
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WORDS and MUSIC 


A NATIONAL FORUM ON MOVING PICTURES AND RADIO IN PUBLIC RELATIONS 


Everybody Likes Mysteries 


YSTERY plots have a universal popularity from the 
M virtuosi and the dilettante down to the plain and 

garden variety of citizen. This was the air-wave 
approach chosen by The Morris Plan Industrial Bank in 
what is generally conceded the most competitive (and hard- 
est to crack) radio field in the country—New York City. 
Here is experience data as told by Syd J. Hughes, adver- 
tising manager: 

Like everybody else who hadn’t sampled the water, we had 
been curious about radio for years. But here a local adver- 
tiser has a real job on his hands. There are four major net- 
work outlets, two popular secondary local stations and a 
dozen assorted neighborhood and foreign language stations. 
We have a competitive situation from the viewpoint of talent 
and program which a one or two station city does not find so 
serious. 

To reach a mass audience, it followed that our enter- 
tainment must have mass appeal. There are only a few 
basic formats common to all publishers and theatrical pro- 
ducers looking for mass response rather than quality or 
segregated reaction. Humor, pathos, tragedy, romance and 
mystery about cover the field. 

Mystery, it turned out, seemed to have most of the 
desirable elements and the least of the undesirable. 

Our “unseen jury” programs were not crime shows in the 
ordinary sense. Yelling, howling, groaning, machine gunning 
—all props of the average crime show—were either elim- 
inated or subdued to the point of inoffensiveness. Each pro- 
gram led off in a court room with the prosecution opening its 
case in a murder mystery. As the mystery unfolded, listeners 
made their own deductions from the enacted evidence as 
to whether the defendant was guilty or not. Roy Post, one 
of the country’s best known amateur criminologists and 
recognized as having the most completely equipped private 
crime laboratory of its kind in existence, gave the listeners 
the correct verdict at the conclusion of the program and 
explained just why the jury should have arrived at the 
verdict. 

To merchandise the program we had a unique commercial 
tie-up with 300 Schulte cigar stores whereby each week the 
stores received a “preview” of the week’s mystery. This pre- 
view gave a synopsis of the mystery with photographic clues 
designed to help the listener. The preview circular also car- 
ried a bank ad, of which 1,020,000 were distributed in 13 
weeks. 

The first four shows were on 15 minutes over WEAF. 
We picked an evening hour, 7:30 P.M., with competing pro- 
grams in mind as well as for its listening potentialities—plus 
what preceded and followed on the same station. 

From a professional view, a stretch to 30 minutes on the 
fifth show seemed about ideal—being long enough to do 
justice to the script and short enough to avoid boring the 
listener or running into tougher competition on time. 

Our increases in volume during the period of the show 
were among the largest gains in the history of the bank. The 


The results of a nation-wide survey of the use of radio by banks 
is now being compiled. They will be discussed in subsequent 
issues and the information should be of great value to banks 
contemplating use of this medium. 


Crosley survey indicated toward the end of the series that 
we had a listening audience of approximately 188,000 
families in this area, exclusive of restaurants, hotels, bars, 
automobiles, etc. 

Our program cost, including script writing, purchase of 
basic plots, directing, acting, sound effects, control, an- 
nouncing (Milton Cross) and all other items exclusive of 
station time and preview circulars, averaged about $700 
weekly. 

In essence, we believe radio did a job for us in handsome 
business statistics. 


Under Three Flags ”’ 


_ April issue of BANKING (page 36) carried a brief ex- 
planation and a set of “stills” on this film. Now we pick 
up the story in this section with a report on experiences. 

Following the premier showing on September 20 in the 
auditorium of the Virginia Museum of Fine Arts at Rich- 
mond, the film was turned over to the Virginia Conservation 
and Development Commission, which has released it on free 
loan—locally and out of state—as one of its tourist pro- 
motional activities. 

By February the commission reported showings of the 
film to 105 audiences, totaling 18,512 persons in ten states. 
At present the commission estimates the total audience 
reached at 25,000 persons. 

The film was adjudged one of the ten best non-theatrical 
films of 1937 by the Amateur Cinema League. It was one of 
three winners in the class produced under compensation by 
an amateur. Contestants for these awards were listed from 
many parts of the United States, as well as from England, 
France, Japan and Mexico. 

The most recent honor awarded the film was its selection 
for the British Film Institute as one of the outstanding 
American films on American subjects. It was shipped to 
England early this year for a tour. 


A.B.A. Studies Radio 


= advertising department of the American Bankers 
Association is studying the results of the radio programs 
which were produced early this year. Favorable comments 
received from sponsors of these programs show that they 
created much good will and were of excellent educational 
value. 

The department is hopeful of producing a new series 
of programs for use in the very early Fall but no definite 
plans have been made as yet. Announcements of this new 
and improved series will be made as plans materialize. 
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That is why, when your bank subscribes t0 Moody's Bank Supervisory 


Service, you will be asked for information on the nature and kind of your 


deposits and loans, your loan 


policy, service charges, the seasonal variation 


in your needs for cash, your capital position and many other things 


seemingly unrelated to oUF work in guiding your investment decisions. 


But only after studying you 


personal counsellor focus the eff 


helping you with your 


ment position can your Bank's 
y's securities specialists in 


ilding greater quality, 


diversification and yield into 


How much Moody's Bank Supervisory Ser 


how much it will cost, can be 


your bank and 
determined only after examining your present 


holdings 4S well as your present investment position and problems. This, 


we will gladly do in confidence without cost OF obligation to you. 


Moopys 


INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway 
New York City 


105 West Adams Street 
Chicago 
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Editing a Staff Journal 


By JOHN C. NELSON 


The author is editor of The Royal Bank 
Magazine, Montreal, Canada. 


STAFF JOURNAL has been pub- 

lished by The Royal Bank of 
Canada for nearly 20 years. It began as 
a monthly, but in later years has been 
issued eight times annually—double is- 
sues being run quarterly. The magazine 
isa vehicle of staff interests and for this 
reason circulation has been limited al- 
most exclusively to employees. 

Publishing objectives are manifold. 
With branches scattered across the whole 
of Canada and in 29 other countries, the 
problem of welding into cohesive unity 
all of 7,000 employees becomes a serious 
one for Head Office. We depend on the 
journal to develop a true esprit de 
corps. 

The second purpose is to stimulate a 
discussion and study of banking prob- 
lems, particularly merchandising meth- 
ods amongst staff members. The “Ideas” 
section, carried for some years, has been 
an excellent medium to illustrate new 
materials produced by the advertising 
department. Comments and explana- 
tions are given on each item illustrated 
to guide proper use. These notes always 
tie in closely with merchandising port- 
folios mailed to branches at publication 
time. 

Definite progress is made by this 
method of first impressing branch man- 
agers with the value of direct mail and 
other materials and second—inducing 
them to use it intelligently and uniformly. 


OBJECTIVES 


WE have many indications that the 
above two objectives are being attained 
and evidence grows each month. To me 
it seems the accomplishment of these ob- 
jectives is a prime function of a staff 
journal. In following this program it is 
essential, however, that it not be over- 
done, as it is only too easy to turn the 
magazine into a purely promotional 
piece. And there is no question in my 
mind that this unfortunate turn would 
lose effectiveness. 

It is often possible to put across mer- 
chandising ideas in a very informal and 
semi-humorous way. We consider it ad- 
visable to adopt this style when it does 
not detract from the thoughts expressed. 
One further point on this particular 
theme. When this section was launched 
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we, the editors, were compelled to pro- | 
vide all material, but now our desks are 
covered with branch suggestions and | 
ideas. We confess that wherever possible 
the items for the “Ideas” section should 
be written by managers in the field from 
their own experience rather than by 
Head Office officials—and this for obvi- 
ous reasons. There are occasions, of 
course, when the editors have to en- | 
courage an article here and there by 
coaching through official correspond- 
ence. Generally speaking, we soften the | 
ice, where necessary, to give deserving 
publicity to a good idea or method of | 
public relations developed by a member | 
of the staff. 


“IDEA” ARTICLES 


RECENTLY we have also been follow- | 
ing up experimental campaigns con- | 
ducted at branches on such subjects as | 
dormant accounts, safe deposit rentals, 
travelers’ cheques, etc. With the cooper- | 
ation of managers we endeavor to tabu- | 
late costs and results and run a series of 
factful and instructive articles in the | 
“Tdeas”’ section. 
A staff journal also serves a highly im- 


portant purpose in providing a medium | 
of official expression from top execu- | 


tives. In our case we have been a bit 


slow on this score, but frankly believe | 
more of it should be done. In these days | 


of rapid change, even the most efficient | 


organization has a problem of keeping | 


branches informed on changes of policy. | 
The staff journal ought to be used in 
this respect when desirable. 

As mentioned above, the magazine | 
develops our esprit de corps. Every 


editor knows that in a staff journal, as in | 


every other magazine, people are inter- | 
ested in people and for this reason we 


give as much space as possible to pic- | 
tures and notes on individuals, regard- | 


less of rank. A chronicle from time to 


time of golf tournaments, dances and 


other social and sports activities encour- | 


ages employees of other branches to or- 
ganize similar events and this in turn 


becomes an effective means of develop- | 


ing family spirit within a branch, a 


group of branches and the institution | 


itself. 


Certain activities are stimulated in| 
other ways through the magazine. For | 


example, we are now promoting a pho- | 
This hobby | 
is chosen because it holds such uni-| § 
versal appeal. There are others, however, | 


tographic competition. 


CHECKING ACCOUNTS 


NO. 6 OF A SERIES 


De Luxe presents these talks as a contri- 
bution to a subject of vital interest. We 
welcome questions, ideas and comments 
bertaining to the small account movement. 


Hew much does the new generation 
know about the checking system? Take 
a young chap who is twenty-five years 
old today—he hasn’t been urged very 
strongly since 1930 to use the checking 
facilities of a bank. That takes him back 
to the time when he was seventeen—and 
he wasn’t much interested then. And 
how about the man of thirty? He was 
just admiring his sheepskin eight years 
ago. But today he has responsibilities. 


Then there is the young housewife, the 
schoolteacher, the business woman, the 
nurse—all are in need of banking service 
but comparatively few are familiar with 
its scope. 


Young doctors coming up, and ambi- 
tious attorneys, studious mechanics, alert 
clerks and salesmen—they, too, have 
financial affairs. It isn’t simply that they 
require checking facilities—they buy 
cars and refrigerators and other major 
items on deferred payments. They're 
good customers of finance companies 
and might well be good customers of 
banks. 


If the price of checking service to these 
up and coming youngsters is fair and 
they are made to realize that they are 
using the cheapest form of money, 
would they not be more inclined to 
want this modern service? 


Some day, not far distant, the demands 
of this mass market will exert a tremen- 
dous influence on bank merchandising. 
And some day every legitimate financial 
transaction—large or small—will be 
consummated in real banking institu- 
tions. 


CHECK PRINTERS INC., 


ME 
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that may be exploited equally well, 
News of appointments, opening of 
branches, staff changes, etc., obviously 
have headline attraction. We use ade- 
quate space to cover the news front. 


As for feature articles, most of ours 
N : oi T are written by the staff. Of course, it re- 
quires an occasional prompting, but this 


is small trouble. We purchase editorial 
matter rarely, as most of it is written in 


the advertising department by a board 
of three editors. We spare the blue pencil 
so as not to discourage a budding writer 


with his first contribution. We feel that 
despite our aims of literary excellence a 
good idea crudely expressed is some- 
times more effective than one with a 
flowery setting. 

Then comes our “Chat” page—filled 
with extracts from letters to the editors 

e_e and comments suggested by our readers 
New Yo rk S ta te Ci ties in general. As a matter of editorial policy 
all letters are acknowledged with per- 
sonal notes and we find it pays. Further- 
more it helps create a personal relation 
between editor and reader which is al- 
ways to be desired. In this connection, 
we feel that letters passing to and from 
the editorial office should be warm and 
friendly. 

And now for the ageless problem on 
the question of editorial boards. Our 
personal view is that boards brew trouble 
and, if an institution wants a journal 
worthy of its ink, it should hire a capa- 
ble man to produce the magazine and 
give him almost carte blanche. 


to 56 


FOR fast presentation of cash items in New York State, 
investigate the Marine’s Night Transit Service. 


F.A.A. CONVENTION 


George Everett, assistant vice- 
president, First Citizens Bank 
& Trust Company of Utica, 
N. Y., and vice-president of the 
Financial Advertisers Associa- 
tion, is in charge of the pro- 
gram for the F.A.A.’s 23rd 
annual convention at Fort 


Worth, Oct. 31 to Nov. 3 


With very few exceptions, items reaching the Marine 
prior to 1:00 A.M. E.S.T. are presented for payment 
on the succeeding business day in 56 New York State 
cities. 


Such fast service is possible because of the Marine’s 
network of correspondents throughout the state and 


its strategic location in the nation’s greatest market. 
Arrangements with correspondents in other parts of 
the United States assure speedy handling of cash items 
from coast to coast. 


Write for a copy of the latest night transit schedule. 


MARINE TRUST 


COMPANY OF BUFFALO 
A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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‘Unforeseen events 


peel rer oftefi change and shape the course of man’s affairs” 


MEN WHO LOOK 


Time was when an inspector determined the final fitness of 
a steam boiler by his sense of hearing. He tapped it with a 
hammer—if it didn’t sound right he would not certify it. 

But in recent years industry has demanded huge boilers 
which will operate safely at high pressure and high tempera- 
tures. Riveted boilers wouldn’t meet the requirements. Only 
welded boilers would do it. A modern method of scientific 
inspection was called for, because industry had to know that 
the welded boiler was flawless. 

So today you find men of The Maryland boiler-inspection 
service actually looking through five inches of solid steel plate. 
Huge X-ray equipment, its beam so powerful that the operator 


THROUGH STEEL 


must work behind walls of lead, reveals flaws invisible to 
the eye. 

This is only one example of how, in its fortieth anniversary 
year, The Maryland stays out in front with modern industrial 
development—works to thwart unforeseen events that might 
exact heavy toll in human life and property. 

» 
Certified boiler engineers inspect boilers and pressure vessels 
during construction. They also check regularly the boilers in 
industrial plants, public utilities, state and city institutions, 
apartments and homes as a regular part of Maryland service. 
Ask any of the 10,000 Maryland agents. 


MAR 
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» Broaden customer service with Chase correspondent facilities « 


MESSENGERS OF COMMERCE 


| HROUGH the cable department of the Chase 
National Bank, correspondent banks and _ their 
customers are only a few minutes away from distant 


world markets and trade centers. 


Day and night, Chase cables—swift messengers of 
commerce—carry funds to and from all parts of the 
world... . pay for export and import shipments 


buy and sell foreign exchange . . . . seek and supply 


trade or tariff data... . establish credit relationships. 


The time and money this service saves Chase 
correspondent banks are often important factors in 


the successful transaction of their foreign business. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Don’t Apologize 
To the Editor: 

If suggestions were in order, mine 
would be that bank executives the country 
over should adopt a new policy when 
making statements for publication. The 
position of banks today in our economic 
picture is one of which we all should be 
proud. Our record through the recession 
is a healthy one. I believe that banks 
as a group have extended all the credit 
that legitimate business ever asked for 
and now, with things on the upgrade 
again, we are in the best position in our 
history to give business and industry all 
the credit facilities it can possibly use. 
So why not urge all bank leaders to aban- 
don their habit of taking the defensive? 
Let us point to our actual accomplish- 
ments rather than engage in argument 
against criticism. The effect of such a 
policy, I think, would be far-reaching in 
improving our position with the public. 

Gock 
Vice-Chairman 
Bank of America N. T. & S. A. 
San Francisco 


CROSSWORD 
PUZZLE 


Across— 

1. Statement 
5. Fall back 

9. Late 

10. Provided 

11. Tester 


5. Bond 
. Kind of fish 


. Receptacle for liquid 
. Affecting the past 


. Growing smaller 


Yj 
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Revenue Record 

INCOME OF THE Federal Government 
from internal revenue alone in the fiscal 
year recently closed amounted to 


$5,658,385,125. This is the largest reve- | 
nue ever raised by the Bureau of Inter- | 


nal Revenue, exceeding the previous 
record of 1920 by $250,804,873. It 


amounts to $43 per capita, or nearly | 
one-twelfth of the national income for 


1937. 


Investment Trust Profits 

IN THE LATEST instalment of its 
report on investment trusts, the S.E.C. 
states that the market value of the total 
assets of “ management investment com- 
panies proper” 


from approximately $600,000,000 at the 
end of 1927 to approximately $2,800,- 
000,000 at the end of 1929, fell to 
approximately $800,000,000 at the end 
of 1932, rose to $1,800,000,000 at the 
end of 1936 and fell again to $1,100,- 


By P. J. MARTIN 
Royal Bank of Canada, Montreal 


. At no time 
. Purposes 

5. Of little value 
. Tolerated 


. Counters 


. Explosive missile 


Down— 


1. One who ac- 
cepts as one’s 
own 

. Druggist 
3. Kind of type- 
writer 
. Article 
. Kind of hymn 
. Afterwards 
. Meaning 


. Approve 


. Necessary 

. Low water 

. Restricted 

. Bill of goods 
. Misrepresents 
. More rational 


5. Add 


The answer will be found on page 78. 
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, which are those usually | 
regarded as “investment trusts”, rose 


SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
FEDERAL LAND BANK 
TERRITORIAL AND 
MUNICIPAL BONDS 


C. J. DEVINE 2 CO. 


48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO BOSTON PHILADELPHIA 
CINCINNATI: ST. LOUIS * SAN FRANCISCO 


Direct Wires to all Offices 


fire 

windstorm 
automobile 
earthquake 

sprinkler leakage 
explosion, riot and 
civil commotion 

use and occupancy 
rent and rental value 
annual transit 

fur floater 

parcel post 

personal effect floaters 
trip transit 

other miscellaneous 
inland marine lines 


An excellent company — Ask your broker or agent 


MILLERS NATIONAL 
INSURANCE COMPANY 


ESTABLISHED 1865 


HOME OFFICE - CHICAGO 
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A Specialist in 
getting YOUR money's worth 


HE successful insurance agent is a 
specialist, with years of experience an- 
alyzing special problems and risks like 
your own. 


He draws on this knowledge when, as 
your insurance purchasing agent, he buys 
for you the most efficient coverage at 
the minimum cost. And he draws again 
upon experience when claims occur and 
he acts as your representative. 


His business is built on getting you 
your Money's worth, in protection and 
prompt payment. 


Insurance that minimizes the agent’s 
function may lessen your protection, your 
service. Insurance is dollar protection. 
There are no cut-rate dollars for sale. 


Why not let an experienced agent or 
broker take a look at your business from 
an insurance point of view? Like a check- 
up by your family doctor, it can do no 


harm—may save your business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


000,000 at the end of last year. Taking 
good years and bad years together, the 
Commission estimates that an average 
of about 3 per cent was earned on the 
market value of aggregate investment 
during the ten-year period, rising in one 
year to 4 per cent and dropping in 
another year to 2 per cent. Since the 
actual investment of shareholders ex- 
ceeded market values in years previous 
to 1929 the actual earnings were some- 
what lower. It is estimated that in the 
ten-year period there was a loss of 
roughly $166,000,000 on sales of secu- 
rities on the basis of book values, which 
in many cases had been written down 
from cost. 


School Savings 


To the Editor: 

Will you please send me all the infor- 
mation you have at your disposal, pertain- 
ing to School Savings Systems? 

E. F. MussELMAN 

Manager, Bookkeeping Department 
Union Trust Co. 

Indianapolis, Indiana 


* * * 


Dear Mr. Musselman: 

Weare very glad to have your letter of 
July 13, requesting information concern- 
ing school savings banking, and we are 
happy to give you whatever information 
and help we can. ° 

School savings systems are often devel- 
oped locally, the school and banks of a 
district cooperating. Other systems are 
installed by commercial companies which 
furnish the material used, and give 
instructions as to organization and opera- 
tion of the plan. 

The Savings Division of the American 
Bankers Association does not endorse the 
work of any one company which installs 
school savings systems. It is on record, 
however, as favoring the pass book 
method. Among the companies installing 
systems in which this method is used are: 

Educational Thrift Service, Inc., 22 
Park Place, New York, N. Y. 

Thrift, Inc., 1100 No. Boulevard, Oak 
Park, Illinois. 

Standard Savings Service, 107 Sixth 
Street, Pittsburgh, Pa. 

School Thrift, Inc., 22 East 40 St., New 
York N.Y. 4 

Local systems have been developed 
with great success in the following dis- 
tricts: Baltimore, Maryland, where Mr. 
James K. Steuart is the Manager and the 
Savings Bank of Baltimore is the deposi- 
tory bank; and in Yonkers, New York, 
where Mr. Frank Wartur is the School 
Savings Manager for the Yonkers Savings 
Bank. 

If you will write direct to either one of 
these districts or to the service companies, 
we are sure you can obtain useful informa- 
tion as to their plan of operation. 

Under separate cover we are sending 
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you two printed pamphlets published by 
this Division on the subject of school 
savings banking, and a mimeographed 
copy of the proceedings of the first School 
Savings Forum held in March 1937 in New 
York City. 

W. Espey ALBIG 

Secretary, Savings Division 

American Bankers Association 


Come-gimme 


Social economists often wonder what 
has become of what we call the traditional 
American “‘ go-getter”’ spirit. Can it be 
that the answer to this question is provided 
by the recent action of relief clients in a 
certain city, who petitioned the welfare 
board to send out their checks by mail, it 
being too much bother to have to call at the 
relief office every week? 

’Tis a sad thought that the onetime 
American go-getter may have joined the 
modern throng of come-gimme-ers. 


Uncle Sam’s Real Estate 


WASHINGTON—Real estate owned by 
the several Federal lending agencies 
and held for sale reached a total of 
$691,529,586 on June 30. All of the 
principal agencies report increases in 
their holdings. The H.O.L.C. leads off 
with $516,206,401 as compared with 
$436,844,875 at the end of last Decem- 
ber. The land banks follow with $140,- 
319,049 as compared with $118,182,226, 
while the Federal Farm Mortgage Cor- 
poration for the Land Bank Commis- 
sioner ranks third with $34,247,985 as 
compared with $24,027,763. The hold- 
ings of the H.O.L.C. are less than were 
anticipated for this date but those of 
the land banks are increasing at a time 
when some decreases were expected and 
which were, in fact, partially realized 
during the opening months of the year. 


Home Loan Bank Dividend 


THE Home Loan Banks have de- 
clared a combined dividend of $1,123,- 
600 for the half year ending June 30, 
which is at the rate of 1.6 per cent on 
their outstanding capital on a yearly 
basis. Approximately 77 per cent of the 
dividend goes to the Federal Govern- 
ment as the holder of that proportion 
of the capital stock. 


* 


Diamond buyers in Amsterdam have 
been increasing their purchases of dia- 
monds in the rough on the theory that 
recovery forces in the United States 
are now in full operation and that they 
will soon be reflected in an increased 
demand for diamonds, which have long 
been considered one of the most ac- 
curate yardsticks of prosperity. 


September 1938 


FACTOR and BANKER 
Two Mainstays of Credit 


* * * 


XISTING conditions, under which it is more necessary 

for banks to maintain liquid and stable portfolios, 
have made Banker and Factor increasingly close allies. 
The Factor’s basic services—investigation of credits and 
absorption of credit losses—not only strengthen the 
client with his suppliers, but enable the Banker to ex- 
tend a more liberal line with safety, and with the knowl- 


edge that it can be liquidated at reasonable intervals. 


“The Factor” on request 


James Talcott, Inc. 


1854 x Factors * 1938 


225 Fourrn Avenue, New York City 


BOSTON LOS ANGELES 


MONTREAL LONDON 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 

and heating equip- ( 


ment; GMC trucks; VA 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 

and institutions, in 

convenient maturities 


PLAN 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK + BRANCHES IN PRINCIPAL CITIES 
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Friendly Banking 


To the Editor: 

It makes me wild to go into a depart- 
ment store, have two clerks go right on 
talking together, and never even glance 
my way. I feel like an ignoramus, a blot 
on the landscape and a boiling torrent of 
rage. Even if I am presently waited upon, 
my resentment keeps seething up and I 
never feel wholly pleasant about that 
particular department again. 

I maintain that the same thing holds 
true in banks. A teller who fails to glance 
toward a waiting customer, or the head of 


a department who keeps looking over 
papers or keeps laughing and talking 
with another department head, is ex: 
tremely discourteous. 

All this can be avoided by just a bit of 
recognition, a word and smile of apology 
for keeping the customer waiting, a glance 
or beckoning to indicate a seat, an appear- 
ance of tending to the business on hand 
in order to wind it up and be ready for the 
next customer. And, surely, customers of 
all sorts should be attended to as promptly 
as possible. After all, just what is there 
about a banker, which privileges him to 
be rude or casual in his treatment of 
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clientele. A man with brains enough to 
be a banker should be able to grasp the 
fact that a pleasant, friendly relation with 
the trade means more trade. Many a 
banker would be surprised to feel the 
physical shock a smile during business 
hours would cause him. Try it, con- 
sciously, you bankers, and see if it doesn’t 
feel queer. Business is business in any line, 
Be courteous and human, not stolid and 
high-hat! 

Mrs. Doris STEBBING 

Manchester, N. H. 


Circulation 


WasHINGTON—The Summer low for 
the volume of currency outstanding was 
reached on July 22 with $6,402,000,- 
000 in circulation. The low point a year 
ago was $6,394,000,000. With only 
$8,000,000 difference in the volume at 
its Summer ebb in the two years it 
appears that currency matters are very 
stable, but since the volume of business 
activity this year is much below that of 
a year ago the actual fact seems to be 
that the tendency toward an increase in 
currency in use is still with us. There is 
still no adequate explanation for the 
fact that currency now in circulation 
is a third greater than it was in a period 
of much greater business activity eight 
years ago. 


Real Estate Loans 


WaASHINGTON—Federal loan author- 
ities claim that the life insurance com- 
panies are in a position to shift at least 
$4,000,000,000 of their resources to real 
estate loans if and when the latter 
become attractive. They report a steady 
increase in total mortgage holdings by 
the companies since the beginning of 
1937 after six years of steady decline. 


Estate Taxes 


FINAL ACCOUNTING OF THE LARGEST 
ESTATE ever to be administered in 
California, and among the largest in the 
United States, has recently been filed 
of record after 11 years of probate, 
greatly prolonged by tax litigation. It 
was the $42,000,000 estate of Henry E. 
Huntington, former Los Angeles rail- 
road magnate. | 

Speaking of the task of settling the 
estate, Bruce H. Grigsby, vice-president 
of the Security-First National Bank, 
says, “In size, variety of assets, and 
complexity of tax problems, the Hun- 


| tington estate was unique. When we 
| first took over its accounting, we found it 


necessary to borrow more than $9,500,- 
000 to take care of taxes and other 
claims against the estate. The greater 
part of these claims represented the 
completion of payments to art collectors 
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JUST THE TINKLE 


OF 


A LITTLE BELL 


But It Has Meant A Lot 
To Many People 


It was just a little bell, 
perched atop a coiled 
spring over the entrance 
to Lyman _ Stockbridge’s 
merchant tailoring estab- 
lishment in Hartford. It 
vibrated melodiously every 
time the door was pushed 
open; and it tinkled with 
few pauses that day in 
1854 when the corporators 
of The Phoenix Insurance 
Company assembled 
amidst the cutting tables 
and pressing boards in the 
shop, to plan their first 
official meeting. 


Thousands of people 
have since crossed the 
threshold of The Phoenix. 
The bell has disappeared. 
But the organization still 
echoes to the inspiration 
of its founders as many a 
homeowner can. testify. 
Since June 21, 1854, this 
Company has paid out, 
to help rebuild property 
of all kinds, over one 
hundred and eighty-two 
million dollars—a tremen- 
dous contribution to the 
welfare of America. Cit- 
izens of great and little 
degree are numbered 
among the policyholders 
of this “Time Tried and 
Fire Tested” capital stock 
fire insurance company. 


SINCE 1854 


THE PHOENIX 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Capital, $6,000,000.00 
Surplus to Policyholders, $44,807 872.44 
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— = | and agents selected by Mr. Huntington 


| to search out rare treasures for his great | 
| library and gallery, one of these claims | T l| I 
alone amounting to approximately 
| $2,000,000. 


| total payment of which amounted ap- 
| proximately to $8,000,000. The loan, 
| which was considered unique in trust 
| circles, was made on five-year unsecured 


| order of the court, and all were paid in 


| “with the greatly increased burden of 


| paid out. Under present schedules the 


| 000,000 and because of the character of 
| assets it would have been impossible to 


| for sufficient amounts to meet such tax 


| Humiture 


| Number Eight, published by the Na- 


“Next came the problem of taxes, | 


notes of the executor, issued under an 


full before the date of maturity. 
“Today,” continues Mr. Grigsby, 


taxation, I doubt if the estate could have 


taxes would be slightly less than $28,- 


borrow on or even to liquidate the assets 


liability.” 
STANLEY IKERD 
* 


As of August 1, the official gold stock 
of the United States exceeded $13,000,- 
000,000—23 per cent of the public debt, 
twice the official holdings of Great 
Britain and France combined, over half 
of the gold stock of the world. 


* 


OsBoRN Fort HEVENER, editor of 


tional City Bank of New York, has 
coined a new expression to indicate the | 
condition of late Summer’s hot weather. | 
He combines the temperature and hv- | 
midity readings, divides the total by | 
two and calls the result “humiture”’. 
He is shown below answering inquiries 
from the press and explaining his sys- 
tem. Dr. Vizetelly, well-known lexicog- 
rapher, termed “humiture” a “natural’’. 


@ Of the 594 banks in Wisconsin, 
516 are First Wisconsin corre- 
spondents. This is the master key 
to prompt, efficient, economical 
collection of Wisconsin checks 
and drafts. For these hundreds 
of banks . . . linked by mutual 
interests and mutual service ... 
constitute a statewide network 
uniquely geared to the Wiscon- 
sin needs of other banks and busi- 
ness corporations. Bank officials 
and business executives are in- 
vited to write for a copy of our 
interesting, unusual WISCON- 
SIN SERVICE MAP... show- 
ing in detail the scope of First 
Wisconsin correspondent con- 
tacts throughout 
this state, 


M of Federal 
Deposit Insurance Corp. 
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On August 6 this Bank “cele- 
brated” its 135th Anniversary. 


Credit for this record of 
achievement belongs quite as 
much to the loyalty of those 
we have been privileged to 


serve as to the soundness of 
management we have fortu- 
nately enjoyed. 


And so we have observed the 
day with no other ceremony 
than the continued operation 
of a service that long experi- 
ence has tempered to meet the 
most exacting need. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$39,000,000 


Member of Federal Deposit Insurance Corporation 


Shop Talk 


To the Editor: 

The section ‘‘ Methods and Ideas” is an 
excellent feature of BANKING and I read it 
carefully every month. Bankers as a tribe 
like to talk shop and there is nothing 
more interesting than to find out how 
others secure business and develop the 
good will of the community. 

RoBERT W. TurRNER, Presidenj 
The City National Bank 
Council Bluffs, lowa 


BANKING in the Classroom 


To the Editor: 

The Arkansas Bankers Association jis 
conducting a Bankers Seminar at the 
University of Arkansas during the week of 
August 15-19. I enclose a program. 

Fifty Arkansas bankers have now paid 
in their fees and we expect an additional 
25 to 50 men at the opening of the con- 
ference. 

Most of these men, I dare say, already 
subscribe to BANKING. With the thought, 
however, that some do not, I should like 
to suggest that, if you could send us com- 
plimentary copies of your August 1938 
number, we should be very glad to dis- 
tribute them to the bankers who are not 
now familiar with your excellent publica- 
tion. 

A number of other financial and bank- 
ing publishers are sending us copies of 
their current issues. These journals would 
have the endorsement of the lecturers on 
the program and could be read by the 
bankers during their leisure moments dur- 
ing the week at the University. 

Charles C. Fichtner, Dean 
University of Arkansas 

College of Business Administration 
Fayetteville, Arkansas 


Export Bank Business 


WaASHINGTON—The Export-Import 
Bank of Washington, the Government’s 
institution for the financing of certain 
phases of the nation’s export trade, has 
taken a sudden spurt of activity. From 
small commitments earlier in its opera- 
tions it now reports a total of $163,601,- 
087, with actual disbursements of $47,- 
757,659, of which $29,231,457 has been 
repaid. Recent transactions in relation 
to a public works program in Haiti, 
commodity loans to Poland, Latvia and 
Czechoslovakia and even the financing 
of 60,000 bales of cotton for Italy are 
among the items of new business. The 
chief attention is being given Latin 
America, where current activities of 
dictator countries not only threaten the 
trade of the United States but also 
threaten its political influence. Impor- 
tant commitments have been made to 
finance the purchase of railway equip- 
ment, machinery and other capital 
goods by Brazil, Chile and Venezuela. 
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Tax Appeals 


Two OF THE tentatively planned 11 
regional tax appeal offices of the Treas- 
ury Department are now in operation— 
one in New York and the other in Los 
Angeles. These offices are being estab- 
lished to enable taxpayers, especially 
“little taxpayers,” to present their 
claims and argue their cases in income 
tax matters without the necessity of 
going to Washington and hiring a 
Washington lawyer to act for them. 
Each regional office will have power to 
effect final settlements, but dissatisfied 
taxpayers may take appeals against the 
decisions of the regional offices to the 
Board of Tax Appeals as heretofore. 

Aside from convenience to taxpayers, 
this plan of decentralization also is 
expected to expedite the disposition of 
contested cases. Some of the pending 
cases go back as far as 1934. The plan 
involves a breaking up of the force of 
experts in the Bureau of Internal 
Revenue in Washington by dividing it 
into regional technical staffs which can 
hereafter handle cases that previously 
could come before them only on appeal 
from the decisions of the Commissioner 
of Internal Revenue. 


National Bank Notes 


As of August 1, 1938, national bank 
notes still in circulation or in the tills of 
the issuing banks amounted to $217,- 
301,510, or 30 per cent of such circula- 
tion outstanding ten years ago and over 
a fifth of the highest level of such circu- 
lation in the expanded volume of 1933. 
The bulk of the country’s paper money 
turns over rapidly but there is always a 
considerable residue hiding in out-of-the- 
way places. Probably, also, a substantial 
portion of this money has been lost or 
destroyed. 


Stagger System 


Some investment officers speak of “time 
diversification”, others call it “spacing 
maturities”; but, the most fascinating 
term of all is “staggered maturities”. 
That presents the alternative in a nut- 
shell: let the banker stagger his maturities 
or else the maturities will stagger him. 


Housing Help 


To the Editor: 

I am enclosing herewith a photograph of 
our model home display. You observe in 
the foreground, a desk at which inter- 
views are conducted with those members 
of the public who are interested in dis- 
cussing either construction loans or financ- 
ing of existing houses for the purpose of 
purchase or otherwise. The booklets ap- 
pearing on the table are furnished by the 
F.H.A., although the bank makes both 
F.H.A. loans and regular mortgage loans 
on a 50 per cent of appraisal basis. We 
do not have plans or specifications for 
these homes, but merely use the display to 
attract attention so that we may have 
an opportunity to interview those in- 
terested. 

DaLE BRowN 
Assistant Cashier 


National City Bank of Cleveland | 


Cleveland, Ohio 


With the above letter was the photo- 
graph at the bottom of this page. The 
National City Bank pointed out that 
“home loans are available generally 
today at the lowest rates and under the 
most liberal conditions within the his- 
tory of the housing industry”, and that 
“present bank loans are offered without 
any extra charges or bonuses, so that 
their cost has reached an all-time low”. 


One purpose of the bank is to assist | 
those making inquiries to obtain the | 
type of loan best suited to their indi- | 


vidual needs. 


Housing Help (see letter above) 
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FOUNT-O-INK CO. 
2652 Pasadena Ave., Los Angeles, Calif. 


NATIONAL UNION 
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COMMERCIAL 
INVESTMENT 
TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $67,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 


self-liquidating accounts, ex- 
tends to automobile dealers, 


household appliance dealers, 


and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 


sional equipment, including 


the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 279 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


| Forward 


To the Editor: 

The department “‘ Methods and Ideas” 
contains a lot of interesting material, and 
I enjoy reading every item. Keep it up 
—it is good stuff. 

“Just a Minute” is an interesting inno- 
vation which should prove increasingly 
popular. 

I am indeed pleased to observe that 
BANKING never stands still. 

FRED W. ELLSwoRTH 
Vice-President 

The Hibernia National Bank 
New Orleans, Louisiana 


Sharing Business 


THE REHABILITATION DIvisIOn of the 
Farm Security Administration hasestab- 
lished the practice of opening up its 
record of rehabilitation borrowers in 
each community to local bankers with 
a view to turning over to the latter any 
business they may want. When a 
farmer is so far rehabilitated that he 
becomes a good banking risk the local 
bank gets the business—if it wants it. 


Opportunity 


A correspondent has sent to BANKING 
an editorial from the Birmingham 
A ge-Herald, dealing with government in 
business. Pointing out that there is now 


an interval in such government en- 


deavor, which is “freedom’s great 
chance’’, the editorial says: 

“What specifically does this chance 
call for? That, doubtless, is what every 
business man sincerely seeking to serve 
liberty and our system wants to know. 

“Tt calls for the utmost enterprise— 
isn’t it free enterprise we are trying to 
save? 

“Tt calls for a broadening of that 
attitude that says that a business lead- 
er’s responsibility is only to his business 
and its owners. The modern respon- 
sibility of business leadership is social 
and political as well as to ownership. 
There need be no conflict between these 
obligations. Fidelity to the public good, 
in the long run, serves stockholders as 
well as public.” 


Industrial Loans 


TuHERE 1s considerable difference of 
opinion as to the merit of working 
capital loans to industry. Chairman 
Jesse Jones of the R.F.C. says that 
“the R.F.C. has loaned a great deal 
of money and has accumulated a suffi- 
cient surplus from a very small differ- 
ential between interest received and 
interest paid, in the opinion of our 
Board, to take care of any and all 
individual losses.” The Federal Reserve 


Bank of New York reports that al- 
though it exercised great care in making 
such loans it has been necessary to place 
a number of them on the “trouble” list 
and that, in general, “the experience of 
this bank with this type of loan indi- 
cates that the income received, even at 
rates as high as 6 per cent, is not ade- 
quate to cover expenses and losses,” 
The bank bases this conclusion on total 
advances of approximately $24,500,000, 
A large proportion of these loans were 
made in participation with commercial 
banks. 


Auto Insurance Study 


To the Editor: 

Will you please forward to us, or indi- 
cate where we may procure, Bulletin No. 
56, ‘‘The Financial Policies and Practices 
of Automobile Insurance Companies”’, to 
which reference is made in your July issue. 

W. BuGLI 
Advertising Manager 
The London Assurance 


Mr. Bugli was referred to the Bureau 
of Business Research, University of 
Illinois, Urbana, which published the 
study. 


Rockefeller Investments 


AT THE END of last year the book 
value of securities in the Rockefeller 
Foundation was $172,073,541 as com- 
pared with $172,546,008 at the end of 
1936. Holdings of bonds increased from 
$63,690,855 to $67,450,288, while the 
book value of stocks decreased from 
$108,855,150 to $104,623,253. The in- 
crease in bonds was chiefly in notes of 
the Federal Government. 


Farm Mortgages 


Banks and other private lenders seem 
to have been rather hesitant about in- 
creasing their farm mortgage holdings 
during the first quarter of this year, al- 
though they registered an increase in 
the 12 months ending with March. 
Total farm mortgages recorded in the 
January-March quarter as reported 
to the Farm Credit Administration 
amounted to $214,789,000, of which 
only $25,493,000 were written by Gov- 
ernment agencies. Mortgages written 
by banks and individuals declined 
slightly as compared with the same pe- 
riod of 1937 but those written by life in- 
surance companies increased by about 
15 per cent. Of the total of $749,355,000 
of mortgages written in the year ending 
in March, $653,265,000 were written by 
banks and other private lenders. The 
amount written by the latter in the 
same period of last year was $642,017,- 
000. 
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THE HOME 


FIRE DESTROYS WEALTH 


BANKERS CONSERVE WEALTH 


Tae banker is trained to conserve 
wealth. He knows that wealth is pro- 
ductive property. A fire not only 
may destroy a building and the equip- 
ment and goods in it, it may also 
destroy the owner’s income and the 
tenants’ profits. No one knows better 
than the banker the necessity for full- 
range insurance protection. 


STRENGTH 
REPUTATION 
SERVICE 
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INSURANCE 
COMPANY 


‘‘The Home of New York’’ has 
protected the wealth of banks and 
their clients for 85 years. By writing 
straight fire and supplemental con- 
tracts, The Home provides insurance 
covering most every eventuality. 

Ask your Home agent to explain 
the various contracts available to 
property owners. 


$ 15,000,000 

110,465,501 

Liabilities, except Capital 53,905,120 
Surplus to Policyholders 56,560,381 
(Figures as at June 30, 1938) 


NEW YORK 


FIRE—AUTOMOBILE— MARINE and ALLIED LINES OF INSURANCE 
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$5.00 
without 
calendar, 


SAVES 
. $3.00 


GUARANTEED 


$5.50 

with 
calendar, 
SAVES 

$2.75 


a year 


i} 
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INVESTMENT ANY BANKER WILL APPROVE 
Five dollars invested in a Daymeter will save $3 a year for life 


The men who figure interest and discounts in your 
bank must know the number of days involved in 
every transaction they handle. A DAYMETER is 
the quickest, most accurate, and most economical 
means of determining— 


1. The due date of a note payable in days, 
weeks or months. 


2. The days to run on a discounted note. 
3. The days elapsed on any note. 


With only one shift of the dial each morning you 
can have this information at your finger tips on 
every note you handle for the entire day. 


PLEASE USE THIS COUPON 


The first cost of a DAYMETER is no more than 
the first cost of a calendar for doing the same work, 
and yearly renewals are much cheaper. New DAY- 
METER discs cost only $1.50 (with calendar pad 
included $1.75) which is just about one-third of 
what you probably are now paying for each renewal 
calendar pad you buy. 


DAYMETER is a fine precision instrument made 
of polished aluminum and fitted with ball bearings. 
It will last a life time and wilk pay you 60% annual 
dividends for many years to come. Every man 
who figures interest in your bank should have a 


DAYMETER. 
FOR A 30 DAY FREE TRIAL 


DAYMETER COMPANY, 9 Piaza, New York, N. Y. 


We would like to give DAYMETER a thorough trial without obligation. Please send express prepaid—one 
DAYMETER with Calendar Pad without Calendar 


NAME OF BANK 
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A Bank Director’s Duty 


By LEO T. CROWLEY as told to GEORGE E. ANDERSON 


The Chairman of the Federal Deposit Insurance Corporation 
discusses here the moral responsibility of directors for proper 
bank management. Other articles by Mr. CROWLEY will appear 
in subsequent issues. 


T is an axiom among bank supervisory authorities that 
“laws never yet have made a good banker”. That ap- 
plies as well to a bank’s directors as to its executive offi- 

cers. Laws have never yet and probably never will make a 
successful bank. In ultimate analysis the success of any such 
institution depends upon management, and management is 
something which laws cannot draw out of the surrounding 
air. It is something which requires a certain amount of tal- 
ent, experience, care, a knowledge of banking principles, a 
grasp of broad business and financial trends, fidelity, in- 
tegrity, willingness to assume a burden of responsibility, a 
knowledge of men and things and local conditions—the list 
of qualities can be extended indefinitely. 

While the director of a banking institution is not expected 
to give his entire time to its management, the ideal director 
will have as many of these qualities of good management as 
is humanly possible. To put the matter in a nut shell, a bank 
director may give only part of his time to bank management 
but he cannot assume only part responsibility. In law and 
equity and in moral responsibility he and his fellows, as 
representatives of the stockholders, are the bank. The execu- 
tive officers and employees are merely servants of the bank. 
There is more than routine procedure in the fact that stock- 
holders meet to elect directors and that directors choose 
executive officers and employees. By this process directors 
assume two responsibilities, one toward the patrons of the 
bank, the other toward stockholders. Each of these responsi- 
bilities is real both in law and in good morals. 

It follows that to meet his responsibilities and perform his 
duties properly a director must follow his bank’s problems 
closely. Under the law, directors can and do delegate their 
own responsibility. But this responsibility, especially to a 
bank’s patrons, cannot be avoided by the fact that the offi- 
cers of the institution may control a majority of its stock or 
by the fact that the moving spirit of the whole enterprise 
happens to be an able, aggressive and dominant executive 
officer. The general public may refer to an institution as 
“Brown’s Bank”, Brown being either a dominant stock- 
holder or a bank president, but the fact remains that the 
bank’s directors are responsible for what Brown does with 
his bank. 
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The bank failure record from 1920 to 1933 indicates that 
during that period directors in many banks ignored their re- 
sponsibility. Not only were executive officers permitted to 
run institutions without frequent review of their decisions by 
directors; the directors as well failed to make use of and to 
act upon the information submitted to them by bank super- 
visors in reports of examination. As a consequence of these 
deficiencies thousands of banks failed and their depositors 
and stockholders suffered severe financial loss instead of the 
protection they were entitled to expect from their boards of 
directors. 

That individual directors were responsible in law in liter- 
ally thousands of cases involved in these bank failures merely 
emphasizes what must have been their moral responsibili- 
ties. Laws, as a rule, follow rather than precede moral re- 
sponsibilities. Usually they do not go so far as rules of sound 
morality, not to mention the golden rule. In the history of 
banking in this country during the past score of years or 
more there have been thousands of cases in which directors 
avoided legal responsibility for their acts which were, if only 
in a negative way, morally wrong and which carried with 
them the practical penalties of moral wrong doing. Everyone 
can easily understand that a bank has a legal responsibility 
toward its depositors and the general public. The law books 
are full of rules and regulations defining such responsibilities. 
Perhaps it would work toward better banking in this coun- 
try if there were less emphasis placed upon law and more 
upon moral responsibility and the practice of good ethics 
toward the public. 

Analyze the situation as one may, the conclusion is un- 
avoidable that the foundation of good banking, good busi- 
ness, good everything, is an ethical consideration for those 
with whom we deal. Most business men realize that in the 
long run short cuts in business affairs seldom if ever pay. 
Aside from the decency of the thing the factor of public good 
will in a business is more often than not its chief asset. That 
is as true of banking as it is of any other line of business. 
Bankers themselves have recognized this fact in the long 
course of efforts they have made during the past decade or 
more to formulate and establish a code of ethics to govern 
their business practices. Moreover, the banking business 
enjoys a public franchise which deepens its ethical responsi- 
bility toward the general public, and this ethical responsi- 
bility lies upon the bank director above everyone else. No 
doubt a vast majority of the directors whose carelessness, 
inattention or neglect were responsible for bank failures in 
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the past would have indignantly refused to follow unethical 
practices in their own businesses if for no other reason than 
the fact that such practices would have represented bad 
business. Yet it is difficult to see wherein they could have 
followed a more disastrous course with respect to both the 
banks they served and the general public than that of care- 
lessness and neglect of their plain duties as directors. 

Since 1933 there has been marked improvement both in 
the quality of bank examinations and in the use made of ex- 
amination reports by bank directors. Supervisors today re- 
quire that examination reports be reviewed by the bank’s 
board. The directors themselves, realizing more fully their 
responsibilities, generally take prompt and complete action 
upon the examiners’ recommendations. It is to be hoped that 
all bank directors will utilize fully the supervisory examina- 
tions of their institutions. No better aid to fulfillment of 
their responsibility to depositors and stockholders is avail- 
able. Fortunately, also, both state and national governments 
are now in a position to cooperate with bank officers and 
directors more fully and to better advantage than ever be- 
fore in the maintenance of sound standards of business prac- 
tices. Laws which have permitted evasions and bad practices 
have been amended and strengthened both in Federal and 
state legislation. Coordination of the regulations of the sev- 
eral supervisory agencies with respect to regulations has 
given a new meaning to bank examinations. In this the Fed- 
eral authorities have been particularly fortunate in having 
the cordial and effective cooperation of the superintendents 
of banking in the several states—a development whose im- 
portance to the future of American banking can hardly be 
overemphasized. All are working towards a common high 
standard of banking practices, better public service and 
better ethical relationships with the general public and 
among the banks themselves. 


LAW OBSERVANCE NOT ENOUGH 


THE law, both statutory and common, fixes certain definite 
duties for bank directors and the failure to perform these 
duties is attended by liabilities both civil and, in some 
cases, criminal. It must be apparent, however, that merely 
meeting these duties required by law cannot be enough to 
meet the higher duties of a director growing out of his moral 
responsibility. Whatever the provisions of the law, it is the 
duty of every director to see to it that his bank is not only 
above suspicion in a negative way but also that it is managed 
aggressively in a way to give the best possible results for its 
stockholders and the community it serves. His is a positive 
function. His duty is to direct and that means that he must 
know what is going on in his institution. He must have ade- 
quate information as to the policies which are being pursued. 
Not only must he know the abilities and capabilities of every 
officer in the institution but he must also know whether these 
powers are being used to the utmost in the service of the in- 
stitution. His is a position of trust. He must use the facilities 
of his institution for his own benefit only strictly in accord 
with the requirements of the moral trust placed upon him. 
Nor is his personal responsibility ended by his individual ac- 
tion if he fails to stand up against a strong president or weak 
fellow directors when they propose a course which is unsafe, 
unsound or morally questionable. Usually a bank director is 
a man of influence in his community, a leader whom its busi- 
ness men are inclined to follow. His position as a director 
carries a responsibility not limited to his own institution. 
It has been the experience of supervisory officers, both 
state and national, over many years that when a bank has an 
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active, alert, intelligent and conscientious board of directors 
it is a well managed institution which is a credit to its com- 
munity and a joy to its stockholders and that when these 
qualities are lacking in the board the lack is seldom corrected 
in the executive officers. It has been well said that bankers 
fail; banks do not. Banks do not fail overnight. A failure 
usually follows a long course of bad management, unsafe and 
unsound practices, following policies frowned upon both by 
law and sound business principles. At least two-thirds of the 
bank failures which have occurred in the past ten years or so 
have been due directly or indirectly to weak or incompetent 
management and it is safe to say that at least nine-tenths of 
this weak and poor management can be laid directly upon 
the shoulders of the directors of the banks concerned where 
the whole of it really belongs. They are the ones who choose 
the executive officers of the institutions. They are the ones 
who are responsible if executive officers follow improper 
practices or violate law. They have it in their power to cor- 
rect such evils or remove the officers responsible for them. 
It is incumbent upon them to have both the will and the 
knowledge necessary to maintain their institution on a 
proper course. This involves real effort, attention to detail, 
plain hard work. A bank directorship is no sinecure. A figure- 
head bank director is a menace to his institution, his com- 
munity, and to his own record of integrity and public service 


CARELESSNESS, NOT INTENT 


IT is significant that, while weak and incompetent bank 
management usually has resulted in violations of law, its 
origin in many if not most cases was in carelessness, inatten- 
tion and laxity on the part of bank directors. Hundreds of 
bank failures have been ascribed to economic conditions 
which were, in fact, the result of poor service on the part of 
directors. In the mass of cases there has been neither dis- 
honesty nor intent to violate the law. Most cases represent a 
careless disregard for the provisions of the various banking 
acts or of downright negligence to find out what the law is 
and obey it. Most of them represent a disposition to shift re- 
sponsibility; to “let George do it”; to rely upon the bank’s 
executive officers; to follow doubtful practices because com- 
petitors do so; to give in to community pressure; and espe- 
cially to serve the interests of large depositors or influential 
stockholders. There is always, of course, the temptation to 
cut corners for the sake of profits. 

Both civil and criminal liability attend the failure of bank 
directors to meet their responsibilities and perform their 
duties in the manner required by law and good morals. 
Criminal liability lies in cases of malfeasance or misfeasance 
which are covered by specific statutory provisions. These 
directors also are usually civilly liable, but civil liability goes 
much further and includes many cases in which negligence 
does not extend far enough to incur criminal prosecution. 
Both of these phases of directorship responsibility, to be dis- 
cussed in later articles, involve heavy penalties for remiss- 
ness. Although a director may be successful in avoiding such 
penalties, there are higher qualities demanded in bank man- 
agement than those involved in mere avoidance of the law. 
Negligence is the great enemy of efficient bank management 
but the avoidance of negligence is not enough. There must 
also be an honest effort at positive accomplishment; an in- 
tent not only to observe the letter and the spirit of the bank- 
ing laws but also to use the powers inherent in a directorship 
in a constructive way both for the benefit of stockholders 
and the protection of depositors and also for the benefit of 
the community the bank serves. 
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How Banks Avoid Saying No 


By ALBERT W. ATWOOD 


Mr. Atwoon, a frequent contributor to BANKING, describes 
some typical cases in which banks have gone out of their way 
to make loans bankable. 


O banks help their borrowers? At first glance it might 
1) seem absurd to ask such a question. As well ask if 
clothing makers are of any help to the wearers of 
clothes or automobile manufacturers to the users of auto- 
mobiles. But banks have been under such continuous criti- 
cism from governmental sources for an alleged failure to 
make credit available to business that it is both timely and 
pertinent to inquire just what attitude they do take toward 
potential borrowers. Is it obstructive or is it constructive? 

Of course such a subject is too big to cover in an article, 
or even in a book. It is too general to be positive about at all, 
considering that there are some 15,000 different banks, 
mostly separate and independent, and with policies by no 
means identical. But we can narrow the question to manage- 
able proportions, and can at least take a few samples. 

To be specific, do banks help to make loan applications 
acceptable or do they merely turn them down if the proposi- 
tion does not seem bankworthy at first glance? Concrete 
instances to illustrate this point have been obtained from 
several different banks, ranging in size from one and a half 
million to half a billion deposits, but all of them outside of 
New York City. Without further introduction, therefore, let 
us see what these cases tell us. 


A STEAMSHIP OPERATOR 


A COUPLE of years ago a company owning and operating a 
special type of small steamer was trying to refinance a loan. 
The seafaring men managing the company were unaccus- 
tomed to financial dealings, and the concern got a black eye 
because the loan was peddled from bank to bank, with over- 
tures to the Federal Reserve bank and R.F.C. arousing no 
enthusiasm. Company assets were concentrated in steamers, 
and debts were large. 

Finally, as a last resort the managers went to a bank 
which they had been told was hard boiled and the least likely 
to give such a loan consideration. There a junior officer took 
ample time to study this particular type of credit, discovered 
that the bank could obtain a first preferred mortgage, senior 
to any other obligation, and could be further covered by in- 
surance against cargo losses. In addition it appeared that, 
large as the debt was, it had been reduced by a third out of 
a single year’s earnings and that the management had al- 
ready lined up the best business of their particular type in 
the district. 

Despite the unorthodox nature of the loan, the bank re- 
funded the entire debt at a much lower rate of interest, ar- 
ranging for monthly payments which have been meticulously 
met to date. The savings of interest have been of great help 
to the company, it has taken over another boat, greatly 
fortified itself in its competitive field, and the bank feels 
well satisfied in the effort involved in the necessary research. 
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THE CASE OF THE MYSTERIOUS COUSIN 


EDWARD JONES, a dealer in a standard commodity, with 
a capital of some $75,000, took into partnership his cousin, 
Robert, well known in the trade and previously employed by 
others for some 15 years. Edward was to supply the neces- 
sary capital, Robert to run the business. But the bank dis- 
covered that Robert, although capable and well liked, had 
been irregular in his habits, disappearing about every six 
months for several days and returning broke. 

The bank also learned that Robert had recently married 
and Edward had really taken him in partnership to give him 
a chance to redeem himself. On the strength of Edward’s 
character and capital the bank extended ample credit, Rob- 
ert operated the business successfully for two years, bought 
a home and became a father. But then Edward died and his 
widow insisted upon withdrawing the entire capital. Robert 
had only $2,000 capital, and came into the bank in a 
highly nervous condition, regarding the situation as hope- 
less. 

But the bank did not refuse him credit. It extended 
him $25,000 on a secured basis, taking warehouse receipts 
on the stored commodity or by assignment of accounts 
receivable. In point of fact, goods were freely released 
against Robert’s trust receipt and no notification was sent 
to debtors of the assignment of the accounts, so that the 
bank was not fully protected against dishonesty on Robert’s 
part. Despite opportunities for irregular conduct, Robert was 
still operating successfully a year later and showed good 
progress. 


A COOPERATIVE IN DIFFICULTIES 


SOME years ago a large agricultural marketing cooperative 
called upon one of the leading banks in its section for finan- 
cial assistance. This cooperative made advances to individual 
growers of about 60 per cent of the crop value immediately 
upon shipment, and required a large bank credit to do this. 
The credit had hitherto been obtained at another bank with 
the endorsements of several of the leading members, who 
had, however, decided not to lend their names to the paper 
in the future. The cooperative’s statement was unattrac- 
tive, with small working capital and very little in the way of 
liquid assets. 

Under the by-laws, moreover, the cooperative had doubt- 
ful title to the produce shipped, and therefore no real assets 
to support an unsecured loan. The bank to which application 
was made suggested that the by-laws be changed so that the 
cooperative could get adequate title to the produce and the 
receivables resulting from the sale thereof. 

Thereupon the credit was extended, and has been each 
year since, repayment being consistent. The cooperative’s 
ability to get its credit regularly has enabled it to attract 
new members, and the bank not only has a large, sound 
borrowing customer but has gained practically all the im- 
portant growers of this particular crop as individual cus- 
tomers. 
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SAVED BY A NEW PRODUCT 


AT THE depth of the depression a small manufacturing 
company was near insolvency. Hitherto its loans had been 
endorsed by a larger affiliated concern which the bank con- 
sidered responsible but which was no longer able to support 
the small borrower. But the manager of the small company 
insisted he had a new line for which he had orders if he could 
finance them. The bank carefully investigated these orders, 
found they were bona fide, and, although the company was 
not considered a suitable risk for unsecured credit, made new 
loans against assigned orders and accounts receivable to 
finance its payrolls. The company had a hard struggle, but 
eventually the new line pulled it through, the manager was 
able, out of earnings, to buy off the interests connected with 
the affiliated company, and the bank has had its loans repaid. 


THE CONCERN HAD TO BE SOLD 


OBLIGED to call a loan secured by stock in a manufactur- 
ing company, a bank found itself in complete control of the 
business. It was sold to new interests, but a substantial loan 
was needed to rehabilitate the concern and this the bank 
did not feel willing to grant in its entirety. The Federal 
Reserve was persuaded to take part of the loan, the com- 
pany has now operated profitably for five years, has nearly 
doubled its working capital, and has reduced its loans very 
substantially in each slack season. 

At the end of each fiscal year the bank has been willing 
not only to participate in an increased credit, but has also 
been glad to increase its participation. As a result the peak 
line extended by the bank is now over twice that of the 
first year. If present progress continues the Federal Reserve 
participation will probably be eliminated in another year. 
By intelligent use of available facilities the bank has brought 
about the rehabilitation of a declining company, obtained 
a fair price for its investment and appears to have developed 
a profitable customer. 


A PROMISING SALESMAN 


A SALESMAN for a building supply house walked into a 
bank and said that he wanted to borrow money to go into 
business for himself. He had no capital at all, and at first the 
proposition seemed almost preposterous. But, upon investi- 
gation, the bank discovered that he had both ingenuity 
and initiative. He was able to buy very cheaply and sell at 
high prices to a superior line of customers. Impressed by 
these facts, the bank was willing to make the loan, although 
obliged to follow through on all the customer’s purchases 
and sales to see if he really made them. 


NEW MACHINERY PURCHASED 


IN ANOTHER case a small manufacturing firm was doing 
well but was anxious to purchase new machinery costing 
$15,000 to $20,000. It had pleasant relations with its bank, 
borrowing for seasonal purchases of raw material, and it 
hesitated to ask for a loan to buy the machinery, fearing 
that such an appeal might hurt its regular credit. But the 
bank put a junior officer on the case and he studied the 
operation of the plant from every point of view, finally 
deciding that the loan was justified, since the new machinery 
would increase business and profits, with every prospect 
that repayment could be made within three years. 


WHEN MATERIALS SLUMPED 


CONSIDER one more illustration. A firm contracted a year 
ahead for raw materials and the price slumped disastrously. 
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But the concern had ample receivables and the bank put 
the loan on a receivable basis, paying all bills. The firm, 
however, was making excellent profits, and at the end of 
nine months was able to go back on a straight, unsecured 
basis. Thus, by shifting the method of financing, the bank 
prevented the formation of a creditors’ committee and other 
disturbing developments. 


* * * 


THESE ARE ALL actual instances and occurred within the 
past few years. Whether they are typical of all the banks in 
the country the writer does not pretend to know. Jesse 
Jones may be right when he says that, while many banks are 
endeavoring to meet changing credit requirements, “too 
many are standing on the sidelines waiting.” 

It is significant, however, that the instances cited in this 
article were obtained for all practical purposes at random, 
from a few banks only. These banks were selected not be- 
cause they were known to be especially willing to take pains 
in considering what at first looked like border line cases; 
they were approached merely because they were convenient 
to visit. 


COUNTLESS OTHER CASES 


IT seems likely, therefore, that similar cases could be 
duplicated countless times over in many other communities. 
Despite all the excitement which emanates from Washington 
regarding monopolies, vested interests, big business and 
economic royalists, anyone familiar with the banking busi- 
ness knows that the overwhelming majority of bank bor- 
rowers, as well as despositors, do not belong to these groups. 

A recent visit to the credit department of a great metro- 
politan bank disclosed 140,000 names, possibly a fourth of 
which were customers. But the distinctive characteristic of 
these names, whether customers or non-customers, is the 
fact that all but a very few are what might be described as 
small, or relatively small, and largely privately or closely 
owned businesses, the backbone of the country. 

As for banks in the smaller cities and towns, it is a com- 
monplace that great numbers of loans are made to retailers 
and other local citizens of very modest means, which loans 
are not perhaps theoretically correct but which involve an 
intimate knowledge of the borrower on the part of the 
banker, and without which not only would many asmall 
business go under but many a worthy family as well. 

There is general agreement that in recent years individuals 
with spare capital which they were formerly willing to 
invest in small business enterprises have lost their taste for 
such investments. In the same way fewer such individuals 
are willing to endorse notes or purchase second mortgages. 
As a result there is a constantly increasing demand upon 
banks for loans of a type which are relatively new to them. 

It is all very well to say that no one should go into busi- 
ness without adequate capital. But this is not a perfect 
world, and there are many lines of business which attract 
independent operators just because so little capital is re- 
quired. Time and again banks are able to help these people 
into a position where they do have more capital. 

Of course, banks turn down loans and they sometimes 
make mistakes in doing so. But the mistake sticks out in the 
lending officer’s memory like a sore thumb. It is easy to 
criticize banks for not lending, but the criticism is point- 
less unless all the facts are known. One must dig pretty 
deep at times to understand a rejection. The reasons are 
usually there, but they do not lie on the surface. 
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Meet the Monopoly Committee 


By HERBERT M. BRATTER 


The author is a Washington economist and writer on na- 
tional affairs. 


message of last Spring, Congress passed a resolution 

creating a 12-man Legislative-Executive temporary 
national economic committee to make a comprehensive 
study and report on monopoly and the concentration of 
economic power. Unique in that the representatives of six 
Government departments and agencies, headed by presiden- 
tial appointees, are given voting power on the committee 
equal to that of the Senators and Representatives, this two- 
year $500,000 economic inquiry will take its rank among the 
historic probes of the American people. Its field of inquiry 
virtually is “without limitation”. Itsrecommendations are 
likely to change materially the direction of our development. 
They are almost sure to constitute a daring experiment in 
democracy. 

What sort of a group does this bakers’ dozen—the 12 are 
supplemented by a coordinator—constitute? What are they 
like? This article proposes to examine them individually. 
But first, let us look at the 13 in the aggregate, if that is 
possible. 

A composite personification of the committee would be a 
middle-aged lawyer born and raised somewhere in the non- 
industrial West, a man with the peculiar combination of 
academic training in economics and law on the one hand, 
and substantial experience in politics on the other. A life- 
long Democrat, he has strong New Deal leanings. Some- 
thing of a student and thinker, he is by second nature a 
planner with a twist to the left in his makeup. 

This man is no socialist, but staunchly advocates the sys- 
tem of private profits. However, he thinks there should be 
rules to the games to protect the weak participants and to 
eliminate abuses which disrupt the operation of the system. 
He thinks prices should be free to fluctuate downwards, that 
labor should be protected from sweating, that business is too 
nationally important to trust completely to profit-minded 
businessmen. He feels that the government alone can estab- 
lish and maintain the needed rules of profit-making. 

Not seriously concerned himself with the 1938 elections, 
though perhaps with one eye glancing toward 1940, this com- 
posite searcher of our soul possesses a good deal of balance, 
as befits one of his years, although at times he discloses a 
flair for the dramatic. Not always finding dictionary words 
to describe his thoughts, he is occasionally a coiner of words 
and phrases. A day dreamer, a liquid talker and a writer of 
dry books, he is somewhat temperamental and emotional. He 
is distinctly publicity conscious, without the hardened poli- 
tician’s indifference to criticism. 

The contribution of the congressional members to the 
broad economic study now under way is drawn almost 
entirely from their own experience in politics and law. The 
contribution of the six departmental members of the com- 
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mittee, on the other hand, will represent the thought and 
work of many trained persons, since each of these members 
has available the multiple facilities of the respective depart- 
ments, and in some instances additional assistance, espe- 
cially hired. Thus, Dr. Lubin has the help of his alternate, 
Dr. Hinrichs and the B.L.S. staff. Mr. Patterson is assisted 
by Dr. Willard L. Thorp and others, including Robert 
Nathan, the youngest to participate in the monopoly com- 
mittee meetings. Thurman Arnold is supported by Wendell 
Berge and John J. Abt of the Department’s regular staff, 
as well as Professor Walton Hamilton of Yale’s law depart- 
ment, a legal economist with N.R.A. and Social Security 
experience in the New Deal. Also aiding Mr. Arnold is Dr. 
Dexter Keezer, president of Reed College in Oregon. Com- 
missioner Ferguson will have the help of W. J. Ballinger, the 
Federal Trade Commission’s economist. 


William Orville Douglas 


To his S.E.C. associates, 39-year-old Commissioner Wil- 
liam O. Douglas, the ex-Yale law professor and youngest 
member of the committee, is “a swell fellow”, “a man of 
brains’’, “a man with a definite sense of balance”. To news- 
papermen he is a tough-talking teller of good yarns. To bank- 
ers, his is a most significant part to be played in the com- 
mittee’s work. Soft spoken in the committee meetings, this 
oldish-young Oregonian is no weakling, but shows plenty of 
drive, as the long hours he often works attest. In the com- 
mittee meetings he is usually reserved; when he talks it is 
because he has something to say. In comparison with dy- 
namic Thurman Arnold, slim Bill Douglas, undramatic and 
unyielding, will get more done with less discussion. 

The chief contribution of the S.E.C. will have to do 
with the utilization of insurance and other investment 
funds. 

Mr. Douglas does not approach the problems of the Na- 
tional Economic Committee in the spirit of one who thinks 
he can effect fundamental reforms overnight. His experience 
with the S.E.C.’s investment trust and public utilities stud- 
ies has convinced him that many of those engaged in the 
financial side of our economic life do not confine themselves 
to contributing legitimate services, but exact a toll through 
the juggling of paper. In so far as the monopoly committee 
will deal with banking, the S.E.C. is in a position to play a 
tremendously important part in that committee’s work. It 
will probably devote very little attention to purely commer- 
cial banking, but will center its attentions rather on invest- 
ment banking. 

Commissioner Douglas is particularly interested in the 
problem posed by the concentration in New York of so large 
a proportion of the financial power of this country. It is not 
his view that New York should be decentralized, but he does 
feel that there is something which needs adjustment in a sys- 
tem of industrial finance wherein an industry otherwise 
located entirely apart from New York, having its factories, 
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its workers and its customers all in some other region, has its 
head offices and its financial control in New York. 

Mr. Douglas seems to be feeling for some method, some 
healthy system of supplying the financial needs of the coun- 
try more on a regional than on a metropolitan basis, of bring- 
ing financial resources closer to business. This question is, in 
his mind, very much involved with our whole competitive 
structure, whose preservation and restoration is the Com- 
mittee’s object. If big fellows are in a preferred position when 
it comes to getting capital and if small and medium-sized 
businesses have only secondary access to the credit pool, 
some change in the system is desirable. With reference to 
Mr. Douglas’ thought on the relation of credit to regional 
development, the attention recently directed towards the 
economic status of the South is a case in point. One gets the 
impression at the S.E.C. that its recommendations in the 
committee’s meetings will focus attention on the credit 
problems of the South. 


Thurman W. Arnold 


Prof. Thurman Arnold, recently brought from Yale to 
serve as Assistant Attorney General and enforce the anti- 
trust laws, is a veritable powerhouse of mental energy, a 
capitalist hell-bent for reform, a coiner of phrases, an 
economic iconoclast, author of The Folklore of Capitalism 
and ex-mayor of Laramie, Wyoming. 

Possessing a good sense of humor, Thurman Arnold ap- 
pears to some to present a paradox, for while seemingly 
irreverent to the task to which he has now dedicated himself, 
he is really zealous to do a good job. He is definitely a 
crusader, yet one who inwardly has no illusions about being 
able to accomplish his objective entirely. He does not 
permit doubts to prevent his driving full speed ahead. 
Where he thinks a cause merits fighting, Mr. Arnold will 
battle for it with all his strength. In fact, he likes a battle. 
However, he seeks the cooperation of businessmen by the 
appeal of sheer logic. Arnold tells businessmen “the door 
is always open”. They come, they see him, but they do not 
conquer him, for this ex-Yale professor is a hard one to 
convince. Yet it is significant that most of his visitors go 
away soothed. 

Our problem, as Mr. Arnold sees it, is to define the public 
responsibility of large corporations and to determine where 
industrial efficiency ends and where industrial empire build- 
ing begins. The question of prices is paramount. 


William Edgar Borah 


The aging William E. Borah, Idaho’s orator, is the Re- 
publican member appointed to the committee from the 
Senate. A politician practically his whole adult life, the 
staunch advocate of the Borah-O’ Mahoney Federal licensing 
plan prides himself on his knowledge of the law and his 
life-long opposition to “‘monopoly”’. 

The Senator has not been well. As he approaches this 
stage of his career he is still powerful and in a position to 
exercise his independent judgment. However, he is a man 
who never embarrasses himself by taking too categorical 
a position. 

Although a leader of the Senate silver bloc, Borah is 
distinctly not a crackpot. Neither a doctrinaire nor crusader, 
in his approach to the present investigation he will oppose 
monopoly as a matter of principle. He will also oppose any 
use of the committee for New Deal political purposes. 
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Edward Clayton Eicher 


Congressman Eicher, Iowa Democrat and ardent sup- 
porter of President Roosevelt, is a small-town lawyer by 
profession, a countryman type, very sincere and well liked, 

Mr. Eicher’s health has been poor, and perhaps for this 
reason he is not running for reelection this Fall. Accordingly 
he will have to be replaced on the National Economic Com- 
mittee when the next Congress meets. Hailing from a farm 
state where monopolies are unpopular, Congressman Eicher 
is the author of a bill to tighten the Clayton Act by pre- 
venting one corporation from acquiring another, if such 
acquisition would result in restraint of trade. 


Garland S. Ferguson, Jr. 


The Chairman of the Federal Trade Commission, Garland 
S. Ferguson, Jr., is a conservative North Carolina Democrat 
with a good legal mind. He has three times held the rotating 
post of chairman of that body. Sixty years old, a former 
Superior Court judge and corporation lawyer, he is defi- 
nitely not an advocate of exciting changes in our economic 
system. 


Leon Henderson 


Despite the fact that Who’s Who in America hasn’t dis- 
covered him yet, Leon Henderson, 43-year-old ex-N.R.A. 
research director and member of the N.R.A. board, will 
doubtless do a good job of coordinating the work of the Con- 
gressional and departmental members of the National Eco- 
nomic Committee. As its executive secretary and “chief 
economic fact finder” the committee has in Mr. Henderson a 
“man of the people’’. Not a professor or even an author, this 
unique New Deal counsellor springs from a southern New 
Jersey family of workers and farmers. Although Mr. Hender- 
son has never held an elective office, he has held political 
positions, and possesses a keen political sense. He knows 
everyone worth knowing, his contacts including the Presi- 
dent, cabinet members, Mr. Justice Black and brain trusters 
on one side; and on the other leaders of business and labor. 

As the committee goes, Mr. Henderson is certainly to be 
classified as a left winger. Not a socialist, he vigorously 
pledges his allegiance to the competitive capitalist system. 

Informal and approachable, Mr. Henderson is a useful 
contact for Washington newspapermen. In conversation 
he is animated and ardent—a user of forceful language. His 
heavy-set figure is a familiar one to frequenters of the 
National Press Club. 


William H. King 


The Salt Lake Senator has a rather unique distinction in 
Washington: he is the one silver Senator who has publicly 
indicated some regret over the silver legislation he worked 
so very hard to bring into being. 

A Democrat, although no New Dealer, Senator King 
opposed the Supreme Court plan. On the National Economic 
Committee he is bound to serve as a stabilizing influence. 
That he does not come up for reelection until 1940, and that 
he holds a powerful position in Washington life are factors 
which will in no way circumscribe his conservative influence 
on the committee. Senator King is sixth in term of continu- 
ous service in the Senate. Very intelligent, extremely per- 
sistent, inclined often to take a minority stand, his chief 
handicap is that he has a great many irons in the fire. 
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[sador Lubin 


One of the appointments of the New Deal in 1933 was 
that of Dr. Isador Lubin as Commissioner of Labor Statis- 
tics. Son of a middle-class Massachusetts family, Lubin 
helped pay his way through high school and college as a col- 
lector for an instalment firm owned by his father. Later he 
taught labor courses at the University of Michigan. 

From 1922 until he came to the Labor Department with 
the New Deal, Lubin was on the staff of the Brookings In- 
stitution. His book Absorption of the Unemployed by American 
Industry was published in 1928, when he served as economic 
counsel for Senator Couzen’s committee studying unem- 
ployment and its causes. An able economist, Commissioner 
Lubin is a walking storehouse of statistics on labor and 

rices. 

: A rapid speaker and more rapid thinker, self-possessed, 
quiet-mannered, a cogent pleader for a better American 
standard of living, he has become a familiar figure at Con- 
gressional hearings. 

Commissioner Lubin favors the American system of mass 
production, but he opposes rigidities of price or output, and 
in general anything which interferes with lower prices or 
which tends to limit employment. 


Herman Oliphant 


Herman Oliphant, Treasury counsel, needs no introduc- 
tion. 

This democratic Hoosier-born professor of English and 
law, author both of respected legal books and of the hated 
undivided profits tax, White-House consultant and staunch 
friend of silver typifies the thinking of the New Deal. 
Student and philosopher, Mr. Oliphant is not content with 
an economic system under which nodules of concentrated 
power form and grow in the control of a few. 

What Professor Oliphant wrote in the Columbia Law 
Review in 1926 the National Economic Committeeman 
Oliphant sincerely believes today: “It may be that those 
most anxious for a rigid maintenance of competition will 
prove to be the most conservative of the present order, when 
long-time results are weighed. On such ponderous social 
questions as marked changes in the form of the whole indus- 


trial structure, society seldom formulates a conscious 
policy.” 


Joseph C. O’ Mahoney 


The Massachusetts-born senior Senator from Wyoming 
and Chairman of the National Economic Committee, is a 
smooth political figure who knows how to handle the press. 
With his colleague, Senator Borah, co-author of a bill on the 
subject, he is very anxious to see Federal licensing of corpora- 
tions. 

The former Laramie editor is, moreover, well acquainted 
with the political values of the anti-monopoly drive. 

This is not stated to imply anything but deep sincerity 
in the Senator’s approach to the broad problem of concen- 
trated economic power. Despite his opposition to the Court 
bill, O’Mahoney is still New Dealish. An excellent debater 
and public speaker, he argues forcefully for his point of view. 
Senator O’Mahoney leaves with his interviewer the impres- 
sion of earnest sincerity. 
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Richard C. Patterson, Jr. 


Assistant Secretary of Commerce Richard C, Patterson, 
Jr., right guard of the New Deal, contributes to the commit- 
tee executive ability, political acumen and an energetic and 
engaging personality. A newcomer who assumed office only 
last May, Col. Patterson has shown exceptional aptitude in 
participating in the interdepartmental work of the Govern- 
ment. He knows who’s who, personally. Not only has he 
established useful contacts with high Government officials 
and their brain trusters; he has worked closely with the 
Business Advisory Council of the Commerce Department, a 
development watched with keen interest by businessmen. 

Mr. Patterson, while a man of considerable means, was 
not born with a silver spoon in his mouth. He worked his way 
through school. Graduating from Columbia University as a 
mining engineer; serving as Du Pont representative in 
China, where he studied the language; for 5 years manager of 
one of New York City’s big municipal businesses, the 
Department of Correction; and for the next 4 years executive 
vice-president and operating head of the National Broad- 
casting Company, Mr. Patterson has had valuable business 
training. 

He is a member of the advisory board of the Chemical 
Bank and Trust Company, trustee in the Central Savings 
Bank of New York, and trustee of the Provident Loan 
Society. His forte is administrative work and he makes it 
a point to procure able assistants. 


Brazila Carroll Reece 


Congressman B. Carroll Reece, “‘conservative-liberal’”’ 
from the Tennessee mountains, is the only Republican 
Congressman on the Committee. At 49 this mild-mannered 
Doctor of Laws and former New York University School 
of Commerce director finds himself on the committee as a 
member of the minority party. A World War veteran who 
was 210 days at the front in France, and who was awarded 
three medals for distinguished service and five times cited for 
bravery, Mr. Reece is a man who will not readily com- 
promise his principles. However, since his only Republican 
colleague on the committee, Senator Borah, is a well known 
anti-monopolist, Congressman Reece may be described as a 
minority of one. 


Hatton W. Sumners 


Hatton Sumners, the Texan serving his 13th consecutive 
term in Congress, is sure to be a power in the National 
Economic Committee. Head of the House of Representatives 
Judiciary Committee, long experienced in politics, a good 
lawyer, popular with his colleagues in Congress, Mr. Sumners 
is a middle-of-the-road Democrat whose 63 years will tend 
to temper the ebullience of some of his fellow committee 
members. He wants to preserve individual enterprise and 
self-dependence. 

For his opposition to President Roosevelt’s court packing 
bill, Congressman Sumners attained national prominence. 
But it would be a great mistake to conclude that he repre- 
sents the Wall Street viewpoint. Mr. Sumners’ district is 
Dallas county, consisting of one of the largest cities and retail 
centers in Texas. 

Thus, while Congressman Sumners is not a New Dealer, he 
is certainly not an unmitigated conservative. Rather he may 
be put down as an individualistic Democrat. 
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A Tax Saving Bond Ledger 


The author, an authority on problems of bank management, 
is a frequent contributor to BANKING. 


ES are becoming an ever-increasing problem in the 
profitable conduct of any business, banking included. 
Because of their many ramifications, decisions and rul- 

ings, income taxes play a major part in this problem. 

Just as one example, it is quite possible for banks to over- 
pay their income taxes through a failure to take into con- 
sideration the fact that recoveries of non-allowable deduc- 
tions are non-taxable income. 

Even where the services of tax experts are used, there is 
often more time required by those experts to prepare the 
schedule of profit and loss on bonds sold than for all the rest 
of the return combined. The reason for this is that the aver- 
age bond ledger does not clearly record the difference be- 
tween the actual cost and selling prices of bonds sold, thereby 
requiring a complete analysis of one or more accounts. 

In either event there is an unnecessary expense to the 
bank, and the more active the bond account the greater 
that expense becomes. The bond ledger which is illustrated 
here has been designed in an effort to overcome this diffi- 
culty. It is always easier, and often more accurate, to record 
the transactions completely when they occur than it is to 
analyze them sometime in the future. 

The logical place to record all pertinent information re- 
garding the different issues of bonds owned is on the bond 
ledger sheets of the particular issues. It is for this reason 
that the statistical information shown on this form is in- 
cluded. It has been found a convenient aid in locating the 
various issues to record the abbreviated title, coupon and 
due dates, etc., in the upper right hand corner. In this way 
the different issues can be located by merely “thumbing” 
through the pages. 

As the year involved in the transactions is often an impor- 
tant factor, a special column has been included for this pur- 
pose. Where the year is just inserted between lines it is 
often hard to decipher and sometimes is overlooked. 

The column provided for recording the serial number of 
the individual bonds can be very useful. Such numbers can 
be used for definitely identifying particular purchases and 
sales, and may also prove very valuable in the case of mis- 
placements or robberies. Profits and losses on bonds, how- 
ever, usually follow the rule of “first in, first out’’. 

It is true that such numbers can be obtained from brokers’ 
confirmations, but posting them to the bond ledger requires 
very little time and makes them very much more access- 
ible, and also assures that they will be accessible when 
required. 

The column “cost” should show the actual cost of the 
bond to the bank, the differences between that cost and the 
value at which it is decided to place them on the books being 
shown in the “non-allowable” or ‘‘non-taxable” columns. 

However, about the only time that the “non-taxable” 
column would be used on a purchase would be where the 
bank was carrying all bonds at par and “washing” the 
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differences through a “premiums and discount account”, 
As such write-ups could hardly be considered either sound 
economic or sound accounting practice, the non-taxable col- 
umn will not often be used in connection with purchases. 

The writing off of premiums, however, is another matter, 
even though such write-offs are not allowable deductions 
for income tax purposes. When, therefore, the bond is sold 
the amount of such premiums recovered is not taxable. The 
same thing is true where the bank itself decides to write 
down any security, whether that write-down be to market or 
to some other figure set by the board of directors. Such 
amounts will be entered in the “non-allowable charge-offs” 
column. 


A FEW SAMPLE TRANSACTIONS 


WHILE this article does not pretend to be a short course in 
income tax procedure, nevertheless the clearest way to ex- 
plain any accounting form is by the use of specific transac- 
tions. The transactions used herein, therefore, are only used 
for that purpose and, while generally correct, must not be 
taken as applying to every specific bond transaction which, 
while appearing similar, might in reality be quite different. 

Take for example a $1,000 par value bond purchased at 
$1,015 and entered on the books at $1,000. The $15 would 
be a non-allowable deduction for income tax purposes in the 
year in which purchased and therefore if recovered when 
sold would be non-taxable for the year in which sold. 

On the ledger sheet $1,015 would be entered in the “cost” 
column, $15 entered in the “non-allowable charge-offs” 
column and $1,000 in the “book value” column. This last 
column is the one that is controlled by the general ledger 
account of “bonds”, which, of course, can be sub-divided 
as required between U. S. Governments, municipals, etc. 

If instead of one general ledger account of “premiums 
and discounts on bonds” such as is often used, there were 
two general ledger accounts opened, one for “non-taxable 
charge-offs and recoveries” and the other for “taxable 
charge-offs and recoveries”, the general records would be 
even clearer. 

In that event the debits of each account would measure 
the charge-offs and the credits measure the recoveries and 
profits. The general ledger balance in each account would 
represent the difference between the sum of the respective 
“charge-offs” and “recoveries” columns in the bond ledger. 

If these accounts are kept, the general ticket for the above 
entry would be “Dr bonds $1,000, dr non-taxable charge-ofis 
and recoveries $15”. The offsetting entry, of course, being 
to cash. 

If later the board of directors decided to write this par- 
ticular bond down to $750, the entry at that time would be 
to debit “non-taxable charge-offs and recoveries” and 
credit “bonds” with $250 and enter the amount in the 
“non-allowable charge-off” column in the specific account 
in the bond ledger. 

For sake of illustration, suppose that this bond was sub- 
sequently sold for $1,025. This would then represent $10 
taxable profit and $265 non-taxable recovery. The $265 
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By E. S. WOOLLEY 


would therefore be entered in the “non-taxable recoveries” 
column and credited to the general ledger account of “non- 
taxable charge-offs and recoveries”. The $10 would be 
entered in the “taxable recoveries” column of the bond 
ledger and credited to the general ledger account of taxable 
recoveries and marked “profit on sale” on that sheet. The 
$750 would, of course, be credited to “bonds’’. This entry 
would be the same whether the sale was made in the same 
taxable year as the purchase and write-down or in some 
subsequent year. 

Again, suppose that three 20-year bonds of the same issue 
were purchased for $3,045 and that the $45 was being amor- 
tized quarterly on a straight-line basis over a five-year 
period, or $2.25 per quarter. The amortization of $2.25 per 
quarter would be charged into the non-allowable deductions 
each quarter. 

Two years later, when the book value of the bonds was 
$3,027, the bank examiner required that they be written 
down to $2,515. The difference between these two figures, or 
$512, would be charged into “allowable charge-offs,” and, 
if desired, the $18 accumulated amortization could be trans- 
ferred from non-allowable to allowable charge-offs and de- 
ducted from that year’s income tax returns. 

If subsequently the bonds were sold for $3,050, the amount 


| that was charged into “allowable charge-offs” plus the $5 


difference between the original cost and the selling price 
would be entered into the “taxable recoveries” column. 
The use of the single column to designate both allowable 


| charge-offs and losses on the one hand and taxable recoveries 


and profits on the other saves the necessity for two more 
columns in the bond ledger. The amounts can be designated 


| either on the control accounts or through the use of two 


lines on the bond ledger. 

For instance in the above case, instead of entering $535 on 
one line it can be divided and $530 marked “taxable recov- 
eries” and entered on one line and $5 marked “profit” en- 


_ tered on the next line below, but both items would be entered 
| in the taxable recoveries column. 


Suppose that instead of a profit there had been a loss on 
the subsequent sale, the bonds having been sold for $2,000. 
There would then be either $533 or $515 entered in the 
allowable charge-offs column, depending on how the $18 
of amortization had been handled during the year the bonds 
were written down. If the $18 of accumulated depreciation 
was used in the former year it naturally could not be de- 
ducted again. 

As already stated, the only object of using the above fig- 
ures is to illustrate the use of the form. They are not in- 
tended as a short course in income tax regulations. Those 
regulations change too fast. 

For example, the only loss on securities that used to be 
recognized by the Bureau of Internal Revenue was the case 
where such securities were actually sold. However, since 
the decision of the Circuit Court of Appeals in the case of the 
Pacific National Bank it would seem that orders from exam- 
iners to write down either a note or a bond is prima facie 
evidence of its deductibility for income tax purposes. 

In this connection there is an interesting decision in which 
the Commissioner of Internal Revenue has acquiesced, to the 
effect that recoveries of bad debts (which also includes 
bonds) deducted in years in which the income tax return 
showed a loss, are non-taxable to the extent that such bad 
debts did not affect the tax liability for the year in which 
they were written off. Such items therefore, would be entered 
in the “non-taxable recoveries” column in this bond ledger. 
As this decision is only of recent date it might pay banks to 
scrutinize their returns of the last few years. 

As the indications are that income taxes will increase 
rather than decline, it becomes that much more necessary 
for taxpayers to be sure that they avail themselves of all 
legitimate deductions and non-taxable income. 

In order to do so the records must support those deduc- 
tions. Unquestionably, properly recording the transactions as 
they occur gives a much clearer picture and usually at less 
expense than where a long detailed analysis is required, and 
is more likely to be accurate. 

The form illustrated below can, of course, be adapted to 
individual requirements, but the main point is to differen- 
tiate between those items of income and losses which are 
recognized for income tax purposes and those which are not. 

In the main this means that deductions taken on the 
books which are not allowable by the Bureau of Internal 
Revenue for income tax purposes are not taxable income 
when recovered. 


The bond ledger set-up which the author suggests 
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A School for Soil Protection 


By EUGENE P. GUM 


Mr. Gum, secretary of the Oklahoma Bankers Association, 
relates here the efforts of Oklahoma bankers in promoting soil 
conservation in their state 


HE Oklahoma Bankers Association, through its agri- 

cultural committee, adopted an interesting project a 

year ago and is now enjoying some of the success it 
has attained. 

The committee, composed of Fred C. Carr, president, Ex- 
change National Bank, Ardmore; R. H. Beyer, vice-presi- 
dent, First State Bank, Guthrie; T. D. Call, vice-president, 
Bank of Cyril, and F. S. Hurd, chairman and president, 
First National Bank, Broken Arrow, realized that many 
farmers were eager to terrace their land and had the horse 
and tractor power on the farm to do so but were unable to 
proceed until some engineer ran the lines for the levels. The 
county agents are capable and authorized to run levels, but 
their duties have been increased until they have no time for 
this service. 

Our association, in cooperation with the Oklahoma A. & 
M. College at Stillwater, undertook to supply this need. 
Our committee employed an engineer to conduct a school in 
line running and terracing to educate five or six men in each 
county to furnish our farmers this service so that they could 
terrace their own land. A preliminary survey developed the 
fact that an average of 50 farmers in each county were ready 
and eager to terrace as soon as the proper levels could be 
established. A publicity campaign preceded the course of in- 
struction. W. H. McPheters, extension agricultural engineer 
for the A. & M. College, and his staff were called into a pub- 
lic meeting where Mr. McPheters delivered an illustrated 
lecture as he focused on the screen three reels of moving pic- 
tures which showed the ravages of erosion and our field force 
at work teaching men to run lines. 

A few days later the bankers’ school in terracing, con- 
ducted by H. L. Morrisett, an engineer employed by the as- 
sociation, opened its doors for boys having some experience 
in the fundamentals of terracing. The men to receive finished 
training were hand-picked by the county agents, much con- 
sideration being given to their previous training as Future 
Farmers of America, in 4-H Club work and at the A. & M. 
College. The first instruction covered the operation and ad- 
justment of standard make levels and other technical train- 
ing, after which these students were taken to farms for a 
demonstration of the work. 

The state is divided into five groups. The plan cut its 
teeth on Group Four, the northeast quarter of the state. 

The lectures were well attended, Mr. McPheters deliver- 
ing his message to over 5,000 farmers. Our school was con- 
ducted in each of the 17 counties in the group. The county 
agents were enthusiastic and attended the demonstrations 
and passed on the ability of the men in training. If they did 
not measure up to our strict standard requirements they 
were not permitted to run lines. If they developed into satis- 
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factory, finished products they were given authority to run 
lines at from 10 to 15 cents per acre, according to the diff- 
culties encountered. The farmers appreciate the service and 
do not hesitate to pay the price. After these men were trained 
they were authorized to work under the supervision of the 
county agent as far as possible, and to take from the shoul- 
ders of that officer such line running demands as were physi- 
cally impossible for the county agents to meet. We had 
requests from 780 farmers in 17 counties, to run their lines. 


A COUNTY AGENT’S OPINION 


THE school in that area was started in December 1937 and 
ran for four and one-half months. Many good reports are 
coming into the office. J. P. Rosson, county agent of Rogers 
County (home of the late Will Rogers and named after him) 
reports: ‘‘I was at first a little dubious about your plan but, 
after giving it a trial and seeing the response from the farm- 
ers, I am satisfied it is one of the best and most economical 
methods of promoting the terracing program. Your men in 
this county have all they can do and I feel that terracing in 
this county is one of the most important factors in future 
successful farming. We appreciate the efforts of you and your 
bankers in assisting our farmers in this soil conservation work.” 

Although the school in Group Four has been completed 
only since May, hundreds of farmers have commenced to 
terrace. 

From Group Four we moved into Group Three, the north 
central part of the state, with similar results. Our attention 
is now centered on Group One in the cotton belt, the south- 
west quarter, where our school has been in session for a 
month. A large attendance is reported at the public meetings 
and demonstrations. 

At the last meeting, held near Lawton in Comanche 
County, many farmers were present to see the training 
school in action and terracing with a caterpillar demon- 
strated. Each county has been provided with six public ter- 
racing machines and in Comanche County alone over 400 
farmers have asked for lines to be run. 

The Oklahoma Bankers Association does not attempt to 
tell our farmers how to farm, but we see the future founda- 
tion of our banks and of other business gradually washing 
into the streams. We see production gradually decreasing 
and do not hesitate to call this damage to the attention of 
the farmers and extend to them such assistance as we may to 
help them save their top soil. 

We cooperate with the state press association in writing 
attractive ad copy illustrating the dangers that assail us if 
we longer delay the conservation of the soil. We send it to 
all our banks to use in their budgeted space in daily and 
weekly papers, and we send news item releases to the papers 
in the vicinity of project operations. 

If the question of soil erosion is not given intelligent at- 
tention in every state where the land is rolling, future gen- 
erations will be impoverished. 
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Banking’s Best Foot Forward 


The author is a writer who has long 
advocated the use of ‘‘social statements” 
for better public relations. 


banks, 266,000 highly trained and 

trusted men and women cooperate 
to give the average American the best 
banking services to be found on the face 
of the earth. In their various fields, within 
the limits of law and sound practice, 
they finance his birth, education and 
marriage; build and furnish his home; 
cash his checks and collect his debts; 
clip his coupons and receive his divi- 
dends; safeguard his money and other 
valuable personal possessions; finance 
his funeral, execute his will and admin- 
ister his estate. 

They help the American farmer buy, 
equip and stock his farm; plant, har- 
vest, sell and deliver his crops and 
collect the proceeds. They furnish funds 
to help build, equip, maintain and 
operate our American factories; supply 
the raw materials; finance the manu- 
facture, sale, shipment and distribution 
of their products, and collect the 
payment therefor. 

They register and transfer the secur- 
ities of American industry and faithfully 
administer the terms of their trusts in 
the interests of the American investor. 
They finance the shipment of our ex- 
ports and imports, and arrange the 
payment therefor in foreign and domestic 
currencies. They facilitate trade and 
commerce; serve producer, distributor 
and consumer. Through the purchase of 
their securities, they furnish much of 
the money required by government. 

How the American banking system 
contributes to the social and economic 
welfare of the nation is hardly the 
picture of “money changers”’ so often 
painted for the uninformed. It can and 
should be described in terms so simple 


[; 19,000 offices of 15,000 American 


that they can be understood by anyone ” 


who will read. The historical facts and 
figures speak for themselves. 

Below are two tables which attempt 
to do this for the country’s banks as a 
whole. The same thing can be done to 
advantage by individual banks for their 
local communities. 
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By CHARLES BRADLEY 


AMERICAN COMMERCIAL BANKS 


For Services Rendered 
During 1937 
RECEIVED 
From interest and discount on loans to customers 
From interest and dividends on securities owned 
From commissions, fees and other sources. 


Total operating income 
PAID OUT 
For the use of money 
To depositors 


Total cost of money 


SET ASIDE 
For the replacement of worn-out and obsolete buildings 
and equipment, as permitted and required. 


CHARGED OFF 
Net losses totaling 


AND HAD LEFT. a 
OF WHICH THEY DISTRIBUTED... . . 
To government 
For taxes ... 


$107 463,000 
For assessments. . . 


38,800,000 


Total 


To their workers 
52,600 executives....... 
187,200 employes... . 


$185,113,000 
277 669,000 


239,800 workers 
To over 500,000 owners.............. 


They put back into the business for the further ane 
of their depositors 


$708,656,000 
571,613,000 
351,098,000 


$235,031 ,000 
25,497,000 
$260, 528, 000 
268,360, 000 


$1,631,367,000 


528,888,000 


$1,102,479,000 


51,382,000 


“$1, 051,097 ,000 
86,165,000 


$ "964, 932, 000 
810,305 ‘000 


$146,263,000 (18%) 


$462,782,000 (57%) 
201,260,000 (25%) 


AMERICAN COMMERCIAL BANKS 


On December 31, 1937 
OWNED 
Cash (or the equivalent) 
Obligations of the United States...... 
Other marketable securities 


Real estate, furniture and fixtures. . . 
Other assets 


Notes of their customers. . . 
Total assets 


/ED 
To their depositors 
To others igh 


AND HAD A BALANCE OF NET WORTH 
¢ onsisting of capital, surplus and undivided profits, 


$14,932,006,000 
13,669,352,000 
6,807,420,000 

$ 1,680,073,000 
257,910,000 


$47,191,415,000 
625,912,000 


$ 154,627,000 


$35,408,778,000 


1,937,983,000 
16,874,608,000 


$54,221 ,369,000 


47,817,327,000 


$ 6,404,042,000 


For the additional protection of their depositors, each account was insured by the 


Federal Deposit Insurance Corporation for $5,000 
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The following is another in Mr. WHITE’s Series on industrial 
developments, this month’s article dealing with communications. 
The author is vice-president of the Liberty Bank, Buffalo, 
New York, well known for its industrial research service for 
customers. 


ELL Telephone Laboratories, Inc., the fountain-head 

B of research for the system which services 80 per cent 

of America’s subscribers, is of the opinion that “so far 

as the next three years are concerned, it is difficult to per- 

ceive any cloud which augurs other than rather routine 
advances so far as the telephone art is concerned.” 

Of course, there is the development of the broad band 
carrier systems, in which many telephone messages will be 
carried simultaneously on a single pair of open wires. Then 
there is “the communication pipeline” developed by the 
Bell Laboratories and Dr. Wilmer L. Barrow. It is a revolu- 
tionary tube capable of transmitting “a million simultaneous 
telephone conversations with no interference from turning 
corners.” 

Bell Laboratories have developed a simpler handset tele- 
phone, with a base which includes within itself the bell and 
other equipment formerly placed in a separate unit, thus 
making for easier, neater and more economical installation. 

An independent company is bringing out the “autodial”’, 
a new device for easy, automatic telephoning. The telephone 
user selects the names of social and business acquaintances 
whom he calls most frequently. To secure an immediate con- 
nection with any one of these stations, he has only to set the 
pointer at the desired name, and press the lever at the right 
of the instrument. This procedure does not interfere in any 
way with the normal use of the dial. 

Two new telephone signals have been developed for sig- 
naling subscribers—one is a pleasant-sounding chime and 
the other a handsome desk lamp signal, making use of a neon 
tube. 

Another independent manufacturer has developed a new 
telephone cord with built-in elasticity for use with handsets. 
It stretches easily. to over twice its original length, instantly 
and automatically adjusting itself to any position the user 
may assume. 

Then there is the development of a new telephone which 
looks like the conventional handset, but which carries con- 
versation clearly up to two hundred and fifty miles by means 
of electric power generated by the voice alone. In this in- 
strument, no other power source is necessary or desirable, be- 
cause it would only introduce noises to the line. Impossible as 
the whole idea may sound, one large oil company has already 


installed a line of nineteen of these telephones for field use- 


over long distances, and is contemplating more over longer 
distances. One coal mine is planning to specialize on the new 
equipment because the amount of current generated by 
voice vibrations is so small that it cannot cause sparks, 
explosions, or fires. 

The average user of the telegraph will perhaps be sur- 
prised to know that, even in these times of “recession’’, the 
public files an average of seven messages with the two big 
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companies every second of the 24-hour day—over two J seé 
hundred million per year. wh 
Recent developments have made private wires between | Ph 
large users of telegraph service more adaptable to patron J 
usage. Whereas formerly a direct wire patron had to employ | Det 
a telegraph operator at each end of his private wire, it isnow | He 
possible for anyone who can operate a typewriter to trans- | De 
mit telegrams direct from one customer to another. This k 
service has received an additional impetus in recent months | “P 
through the development of the “varioplex”, a device | !t 
which makes it possible for a number of patrons to sharea | 54 
single circuit with complete privacy to each user. ha 
cit 
RADIO DEVELOPMENT NEVER LAGS ' 
CONTINUOUS development is being carried forward on } ©! 
radio telephone systems. Foreign programsare receiving more J °°! 
and more attention. Construction has been started ona short “€ 
wave receiving station incorporating a new and ingenious | Sib 
directive antenna which will improve the reliability of } P@ 
European service. Sig 
Radio receiver manufacturers are developing new im- th 
provements to make present set owners want new models. 
un 


The replacement market is now their only large outlet, inas- 
much as 82 per cent of all American families own radio sets. 

Philco Radio & Television Corporation has developed a 
portable remote control unit, which is effective at one hun- 
dred feet in tuning in stations and regulating volume, as well 
as in switching the radio on and off. This device is a wireless 
tube transmitter and is contained in a small “jewel box” 
which can be taken to any room of a house. 

General Electric has developed a time tuner. It will tune 
in automatically the listener’s favorite programs throughout 
the entire day. In between it will shut the radio off if it has 
not previously been directed to continue, and it will remem- 
ber to shut off the power at the appointed time at night, even 


if everyone has fallen asleep. ite 
It does not interfere with the normal operation of the } ™ 
radio receiver, and stations may be manually tuned if de- thi 
desired. Afterwards, the receiver will return to the prescribed | “” 
schedule. de 
Another manufacturer, conscious of the fact that less than |" 
one out of every seven American farm homes is connected to | Pé 

a power line, has envisioned the greater possibilities in the 

farm and portable radio set fields, and is developing new 
tubes and sets which show promise of revitalizing these SI 
fields. They are operated with new type dry battery tubes, | ™! 
with a decided economy factor. By means of these tubes, the | * 
cost of operation of farm sets will be reduced so that it will th 
be even less than that of operating the average a.c. radio. No lal 
storage batteries are required. th 
Philo T. Farnsworth has developed a tube known as the | “S 
“electron multiplier” which may eventually supplant the | " 
present-day vacuum tube in broadcast receivers. * 

Both General Electric and Radio Corporation of America 
can now offer built-in antennas shielded from interference } 
by vacuum cleaners, washing machines and electric shavers. St 
Before long, radio may go into new fields which, today, | ™ 
Se 
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By BERT H. WHITE 


seem fantastic. Not too far off, it may be possible for you, 
while riding in your automobile, to pick up a wireless tele- 
phone and talk with your home, or with any other telephone 
connection, anywhere. This amazing invention has already 
been successfully demonstrated at Schenectady when 
Henry Ford spoke from his automobile to both his office at 
Detroit and his manager in Buenos Aires. 

The rapidly growing development of facsimile, the prin- 
ciples of which have been known for many years, opens up 
interesting vistas to the far-seeing business executive. The 
navies of the great world powers, including our own, have 
had secret facsimile systems for some years, but little publi- 
city has been given them. 

With present apparatus, it is not only possible but practi- 
cal to use facsimile transmission as a specialized tool of 
communication, vastly increasing the speed and effi- 
ciency of record communication. For example, it is now pos- 
sible to transmit at a distance, by wire or by radio, whole 
pages from ledger books, pages of checks with authenticated 
signatures, bills of lading, invoices, plans, designs, maps, and 
the multitude of other records which are in everyday use. 

There are several different makes of facsimile reproducers 
under development. One of the new RCA Victor units was 
recently put on display in the lobby of the Willard Hotel at 
Washington. It is not much bigger than a regular typewriter. 
No type is used. It isn’t even necessary to use ink. A special 
table model picks up broadcast waves and, by means of a 
recording pen moving horizontally across a strip of ordinary 
carbon-backed paper, reproduces the original copy. The 
Finch system, using a direct electrical recording method, 
employs dry paper. It is being tried by several major broad- 
casting stations. 

The facsimile reproducer can be connected to any radio 
set. At a predetermined time, probably after midnight, the 
plan is to tune in to a station broadcasting the latest news 
items. These will then come out of the unit in printed form, 
ready to be read at the breakfast table. It is believed that 
this particular development will be adopted before television, 
and that it will spread to considerable proportions. Here is a 
device that can be sold for $30 or less. It may bring with it a 
new national medium of communication, absolutely inde- 
pendent of the newspaper industry. 


OF INTEREST TO LOOKERS.-IN ” 


SINCE 1929, television, as a scientific tool, has been in a 
rapid process of development. Many of the problems which 
seemed insurmountable only a few years ago have yielded to 
the persistent efforts of large groups working in the research 
laboratory. From time to time, predictions have been made 
that “‘it is just around the corner”, and the particular corner 
usually referred to was an engineering one, but pictures are 
now being sent and received with a fidelity which closely 
approximates that of the home movie. 

The Radio Corporation of America has instituted com- 
prehensive field tests with a transmitter atop the Empire 
State Building in New York. Receivers have been distributed 
among their engineers over a wide area in the metropolitan 
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district and experimental transmissions observed. Broad- 
casts can be transmitted only to the horizon which would be 
observed on a clear day from the transmitting antenna. For 
an antenna at the top of the Empire State Building this 
would be about 40 miles. 

The American Telephone & Telegraph Company and its 
associates have been experimenting with transmission of 
television signals over cables, and an experimental cable has 
been installed between New York and Philadelphia. 

One corner to be turned is an economic one, and it can be 
stated briefly in one short question—‘‘ Who is to pay for 
television?” Will the public accept a television service based 
upon a continuance of the present system of commercial au- 
ral broadcasting and its extension into television? Will a 
“looker-in” be willing to sit in a darkened living-room at 
home, intently peering into the screen of his television re- 
ceiver? With all these problems before us, we can never- 
theless rest assured that television is coming. Make no mis- 
take about that. 

German television telephone service is open to the public, 
operating between Berlin and Munich. This is the first stage 
in a service which soon will link all the large cities of Ger- 
many. By going to the central office and paying twice the 
normal tariff for long-distance calls, a citizen can see and be 
seen by the person with whom he talks. Special cables are 
required for this service, with amplifiers at intervals of 25 
miles. 

How far away is American commercial television? Radio 
Corporation may introduce it next year at the New York 
World’s Fair. 

Advances in our means of communication have been rapid 
since the turn of the century, but the last page has not yet 
been written. 


Television has advanced far enough so that it has taken its 

place in school curricula. Below is a Dallas Technical High 

School class studying a television sending apparatus. Ma- 
chine at left is receiver 
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Wage and Hour Measure 


HE Fair Labor Standards Act of 1938, commonly re- 

ferred to as the Federal Wage and Hour Acct, is designed 

to correct and eliminate substandard labor conditions 
found by Congress to exist in certain industries “engaged in 
commerce or in the production of goods for commerce.” The 
following is a concise exposition of the more salient features 
of the act: 

The fundamental innovations which it seeks to accomplish 
are the creation of a floor for wages and a ceiling for hours. 
During the first year of its operation the act provides for (1) 
a minimum wage of 25 cents an hour, (2) a maximum work- 
week of 44 hours and (3) time and a half for hours in excess of 
44 a week. These provisions go into effect October 24, 1938. 

They apply only to employees who are “engaged in com- 
merce or in the production of goods for commerce.” [Com- 
merce is defined to mean “trade, commerce, transportation, 
transmission or communication among the several states or 
from any state to any place outside thereof.””] Therefore, an 
employee not so engaged is exempt from the above require- 
ments. Also exempt is any “employee employed in a bona 
fide executive, administrative, professional . . . capacity.” 
In addition to the foregoing, the act specifically exempts 
“any employee engaged in any retail or service establish- 
ment the greater part of whose selling or servicing is in inter- 
state commerce. . . .” 

Severe criminal penalties are imposed for willful violation 
of the act. Any person who willfully violates the wage or hour 
requirements is subject to a fine of not more than $10,000 for 
a first offense. For a subsequent offense, the penalty is a fine 
of not more than $10,000, or imprisonment for not more than 
6 months, or both. An employer who violates the wage or 
hour provisions is liable to his employees for twice any unpaid 
minimum wages or unpaid overtime compensation. 

The act makes provision for an administrator who is au- 
thorized to inspect records, question employees and investi- 
gate facts, conditions or practices in industries subject to the 
act. Employers subject to provisions of the act must keep 
such records of employees and of wages and hours as are 
prescribed by the administrator. 

The administrator is charged with the duty of appointing, 
as soon as practicable, an industry committee for each in- 
dustry engaged in “commerce or in the production of goods 
for commerce”’. The size of the committee is not fixed by the 
act, but there must be equal representation of employers, 
employees and the public. This committee can recommend 
a minimum wage for its industry not less than the minimums 
prescribed in the law and not more than 40 cents an hour. 
If the recommended rate is approved by the administrator, 
it becomes the compulsory rate for the industry. However, 
any person aggrieved by a wage order of the administrator 
may appeal to a United States circuit court of appeals for a 
modification or the setting aside of such order. 

A detailed analysis of the act is contained in the Summary 
of 1938 Federal Legislation Affecting Banking recently for- 
warded by the American Bankers Association to all of its 
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members. In addition, highlights of the act and pertinent 
advice to banks were contained in a recent letter to the Asso- 
ciation’s member banks. 


Lloyds’ Fidelity Policies Prohibited 


EVEN large New York City banks are being sued in the 
Supreme Court of New York by two small stockholders 
who seek permanently to enjoin such banks from bonding 
their employees with Lloyds of London and to require the 
directors to account for premiums paid on such bonds and to 
repay the amounts so paid. The sufficiency of the defenses 
alleged by the banks was challenged on motion, and deci- 
sions of great interest to banks are contained in the rulings 
on these motions. The text of these rulings appears in the 
New York Law Joyrnal for July 28, 1938, at pages 249 and 
250. 

The New York statutes contain a provision that the bonds 
required of officers and employees “‘shall be accepted only 
from a corporation authorized to issue fidelity bonds and 
doing business in this state under the authority of the 
insurance department of this state.” The court ruled that 
this section is not a deprivation of liberty and property 
without due process of law nor a denial of equal protection 
of the laws in violation of the Constitution of the State of 
New York or of the Constitution of the United States. 

One of the defendant banks alleged that its officers and 
employees were bonded by corporations specified in the 
New York law but that in addition a blanket policy issued 
by Lloyds was secured which insured against theft, larceny, 
burglary, holdup and forgery losses in addition to fidelity 
loss and that this bond was not taken out for the purpose of 
providing insurance against malfeasance of officers and em- 
ployees but because the blanket policy covered other forms of 
insurance needed and exacted a single indivisible premium 
which was less in cost than similar insurance from a reliable 
company authorized to do business in this state. It was 
argued that the section of the law in question does not refer to 
such blanket bonds issued by Lloyds. The court held that this 
was not an adequate defense. 

In answer to the defense that the insurance challenged 
by the complaint was obtained in the exercise of sound 
business judgment in respect to the company of underwriters 
insuring the distribution of risks, and the economies and 
savings effected in respect to premiums payable on different 
insurance that might be obtained from underwriters doing 
business under the authority of the Superintendent of 
Insurance of the State of New York, the court said that it is 
not a question of good faith or of honest intention or wise 
policy or skillful or discreet management upon the part 
of the directors but it is a question of power. “It makes no 
difference that the bank might be compelled to pay premiums 
to legally authorized companies larger than those paid to 
Lloyds for similar insurance. If there be reasons why banks 
and trust companies should be permitted to procure fidelity 
insurance from Lloyds, that is a matter for the Legislature 
and not for the courts to authorize.” 
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WAGES AND HOURS 


The Federal Fair Labor Standards Act, 
which will be administered by Elmer F. 
Andrews (above, at a press conference after 
taking his oath of office), will go into effect 
October 24, 1938. (A short discussion of the 
Act appears on page 32 of this issue.) Labor 
Department officials have estimated that 
the Act will ultimately affect the working 
hours of 4,000,000 people, which is 1,750,000 
more than Congress had counted on. Esti- 
mates as to the number whose wages will be 
increased by the law when its 40-cents-an- 
hour provision is in full effect in 1945 remain 
at “upward of 1,000,000” 


FOREIGN TRADE 


The Export-Import Bank of Washington 
has opened new credits for financing trade 
with Latin America. This action has been 
prompted by the intensified competition 
from European countries and Japan in the 
Central and South American fields. Warren 
Lee Pierson (right, with Mrs. Pierson) re- 
cently went to South America by air for a 
two-month “exploratory” trip, during 
which he will visit all the major countries to 
the south as part of the Export-Import 
Bank’s campaign. Foreign nations’ trade 
with Latin America has been increasing at a 
faster rate than American trade with her 
neighbors. We normally supply a third of the 
20 Latin American countries’ imports and 
take a third of their exports 
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GERMAN AVIATION 


The Summer witnessed another aviation record in the round-trip 
flight of the German plane Condor (also called the Brandenburg). 
Making the westward trip in just under 25 hours, the ship bettered all 
previous eastward records by landing in Berlin 19 hours 54 minutes 
after the New York take-off. The ship, owned by Lufthansa, raised 
the hopes of Germans that they might soon have a Berlin-New York 
mail schedule and also might compete successfully in trans-Atlantic 
passenger service 


JAPAN’S GOLD 


It was found a short time ago that the Japanese gold supply was 

diminishing at an alarming rate. Now Japan has set up an $84,000,000 

revolving fund in support of its foreign trade. It will aim to keep 

exports and imports of certain commodities in a mathematical bal- 

ance. The cartoon at the right was captioned “The Busy Animal 
Trainer” 


WIDE WORLD 


WIDE WORLD 


C) THOMAS FROM ASSOCIATED NEWSPAPERS 


WASHINGTON SUMMER 


That popular Washington activity, the in- 
vestigation, has seldom been more in vogue 
than now (see “Condition of Business,” 
page 1). At the left are two chairmen of 
investigating committees: left, Representa- 
tive Martin Dies of the group which is 
probing “un-American activities”, and Sena- 
tor Morris Sheppard of the Senatorial Cam- 
paign Expenditure Investigating Commit- 
tee. The latter committee has already found 
its hands full with the situations in states 
where primaries were bitterly contested 
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TA\ EXEMPTS 


Treasury officials, under the supervision of Herman 
Oliphant (right), Treasury general counsel, have drafted 
a report for Secretary Morgenthau recommending that 
Congress enact the necessary legislation for the taxation 
of future Federal, state and municipal securities which 
are now tax exempt. The report urges Congress to pass 
laws to this end instead of adopting the “cumbersome 
and uncertain method of the constitutional amend- 
ment”. It was pointed out that approximately $60,000,- 
000,000 in tax exempts are outstanding 


CAUTION 


In the semi-annual fiscal statement of the Federal 
Deposit Insurance Corporation, Leo T. Crowley, chair- 
man, warned banks against excessive risk-taking in their 
lending. “Bank supervision is concerned primarily with 
the protection of depositors,” he stated. “As in any 
other type of business, bankers, if they are to perform 
their function, must be prepared to assume some risk. 
But when these risks become excessive in terms of the 
amount of capital of the bank, or when a bank is other- 
wise mismanaged, it is the duty of the bank supervisor 
to step in to seek correction” 


=. 
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Houston, November 14-17 


When the nation’s bankers gather in Houston, Texas, in 
mid-November, it will be the second occasion on which 
the southwestern city has acted as host to the American 
F mst Natrona BANK In Houston Bankers Association. The first Convention to be held in 
Houston was in 1927. 
In charge of Convention arrangements this year is 
FRANCIS MARION LAW F. M. Law (below), President of the Association in 
Same 1933-34 and president of the First National Bank in 
August 15, 1928. Houston. 
Left, a letter from Mr. Law to readers of BANKING 


To the Editor: 


The bankers of Houston are looking 
forward with much pleasure to mid-November, when 
the American Bankers Association is to again 
convene in Houston. 


Advance reservatious indicate an 
excellent attendance, but no one need doubt that 
the hotel facilities will be adequate. 


We are particularly hoping that a 
large number of ladies will attend the convention 
and special provision is being made for their 
comfort and entertainment. 


Houston is waiting with open arms 
to receive the convention and I suggest that those 
who have not yet made reservations do so without 
further delay. 


Yours very truly, 


General Chairman, Houston 
Convention, American Benkers Assn. 


Below, the Southern Pacific Station in Houston. Various special trains are being offered to bankers 
attending the Convention, and cities along the route are making arrangements for entertaining 
Convention-goers. For example, those using the Kansas Bankers Special Train have been invited 
to stop over at Wichita, Ft. Worth and Dallas as guests of the respective clearinghouses. Bankers 
reaching Houston by other routes have been invited to visit St. Louis, New Orleans and other cities 


F. P. G. 
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Above, an air view of Houston, showing the Central business section with its many attractive 

buildings and modern metropolitan atmosphere. Below, the engineering feat that accounts for 

much of Houston’s rapid growth, the Houston Ship Channel. The port of Houston, used by more 

than 5,000 ships annually, handled 26,854,914 tons of goods in 1937. Vessels of 20,000 tons can pass 
through the 55-mile channel under their own power 
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Houston and the surrounding coun- 
try have many historical conaec- 
tions. The city itself, of course, is 
named for General Sam Housion, 
who won independence for Texas at 
the battle of San Jacinto, Apri! 21, 
1836. The battlefield is about 22 
miles from the city of Houston. A 
570-foot memorial shaft, left, has 
been erected there 


Right, on the opposite page, one of 
the excellent roads leading into 
Houston, U. S. Route 75. The state 
has 25,000 miles of highways, a 
million and a half cars and trucks 


General sessions of the Convention 
will be held in the Music Hall of 


Houston’s new $2,000,000 coliseum. 
The Music Hall seats 2,200 persons, 
the entire building approximately 
20,000. The coliseum is about three 
blocks from the main downtown area 
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Below, the Houston airport, where direct connections can be made for Kansas City w York City 
and other points. The open country, warm Winters and relatively clear atmosphere make the state 
of Texas ideal for aviation purposes. There are 13 United States Army fields in the state and about 
six commercial air lines operate in or through it, including a transcontinental trunk line and a 
branch line of Pan American Airways, extending, via Brownsville, to Mexico and Central America 
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Buying vegetables 


Roadside conference 


A Visit to 


FEW years ago Landon K. Thorne and Alfred L. 

Loomis, New York bankers, conceived the idea of 
sending groups of young men on tours that would touch 
the principal industrial centers of the country. \ir. 
Loomis himself designed a bus that would accommodate 
10 men and their camping paraphernalia, including even 
a cook stove, for a six weeks’ trip. The first year, 1930, 
about 350 men participated—young bankers in their 
twenties, college students and other homogeneous 
groups. The number has dwindled somewhat but this 
year eight bus loads toured the country. The young men 
are furnished practical camping clothing at low cost and 
one of the trucks is turned over to each group of 10. 
Thereafter the men themselves elect their leader, take 
turns driving and share the other work. They do much of 
their own cooking, buying food en route, and make their 
own arrangements, to a large extent, for visiting the 
factories they have chosen to see. The cost per man for 
traveling and living expenses has been found to be well 
within the $1.50 per day originally contemplated, and on 
some trips less than $1 per day. 

On this and the next three pages are pictures made for 
BANKING by the National City Bank of New York group 
this year. The men travelled for six weeks and covered 
4,500 miles, through North Carolina and Tennessee, 
northward to Wisconsin and back to New York by way 
of Niagara Falls. 
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Industrial America 


68 
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Above: Left, going through Cannon Mills; right, Wilson Dam generators 


Above, miners at the Old Ben Coal Co.; Above, right, the Ameri- 


ean Enka Co. 


Right, golf at Akron; lower right, a stop at the University of 


Virginia 


WHAT THEY SAW 

THE bankers’ itinerary included visits to plants of 
the Radio Corporation of America, du Pont de Nemours, 
Cannon Mills, Republic Steel (Gulf Steel Division), 
American Enka Company, Mead Corporation, Penn- 
Dixie Cement, Old Ben Coal Company, the Kingsport 
Press, Owens-Illinois Glass Company, Caterpillar 
Tractor, Westclox, Western Cartridge Company, 
Carnation Milk, Kohler Company, Allis-Chalmers 
Company, Abbott Laboratories, Swift and Company, 
Ford Motor Company, Firestone, Hammermill Paper, 
Curtiss-Wright Airplane Company, Corning Glass 
Works, Endicott Johnson, Carrier Corporation, Beech- 
nut Packing, and Oneida Community Plate. 

The travellers also saw the Great Smoky Mountain 
and Shenandoah national parks, Norris Dam, Muscle 
Shoals, the University of Virginia, Niagara Falls, and 
several other points of interest along the route of their 
industrial tour. Sundays were days of rest for the 
motorists. 
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Approach to the Skyline Drive 


At the Kingsport Press 
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Above, Hammermill Paper: below, Republic Steel 
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'n the picture at the right are the ten National City men 
who made the trip illustrated here. Left to right: Robert 
Coltman, James H. Redington, Frederick L. Miller, David 
H. Northrup, (leader of the group) John A. P. O'Neill, 
Randolph K. Hinz, George B. Humphrey, Edward Zent- 


graf, Harlam H. Griswold and Wilbur Strauss 


Below, at Oneida Community Plate 


Above, right, golf at Oneida 


Left, camp site near one of 
the Ford plants in 


Dearborn 


Right, time for diary work 
during a short stop 


Below, the truck’s awnings 
fully spread for wet 
weather 


In Number Eight, National City Bank publication, Mr. Northrup, 
leader of the group, wrote of the six-week trip, describing the 
spectacle the young bankers saw when a Republic Steel blast 
furnace was tapped, their sensation at travelling one and a 
quarter miles underground in a coal mine, and the ‘“ unbelievable 
and mysterious”’ process of spinning rayon yarn. 

And on the lighter side: ‘‘One of the most cordial receptions 
was at the Oneida Community Plate. Besides being royally 
treated to comfortable beds, wonderful meals and a tub of beer, 
we were guests at one of their famous clam bakes. Following a 
golf game, we had a soft-ball game, our first victory out of two 
starts, in front of the banquet tent. After a big dinner of oysters 
on the half-shell, clams and chicken, our hosts presented to each 
man a silver plated ice cube bowl and, to the winners of the golf 
tournament, prizes of silver pitchers and cocktail shakers.” 
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Advertising Money 


Banks in all parts of the country are inviting loans. Every day, these 
banks pay many dollars to the nation’s advertising media to let po- 


tential borrowers know that money is ready and waiting 


BANKING LOOKS AHEAD 


What will be the Next 
Great Industry ? 


Will it be television . . . 
airplanes oe pee fabricated homes? Will 


mass produc tion of 


some inlant enterprise of today become the 
indus’ rigl giant of tomorrow? Or is the next 
great industry yet to be born in the test 
tubes of science? Frankly. we don't know. 
Yet of this we are certain — banking will 
play an important part in its development- 
One of our functions is to advance credit for 
sound business purposes. By so doing we 
help business, aid employment, and con- 
tribute directly to national prosperity. 

fn advertisement issued by 


the Advertising Department, 
Americen Bankers Association. 


THIS SPACE FOR BANK'S NAME 
F-16 


« ) MR. BLACK HAS A FINANCIAL PROBLEM 


MR. GAY, ON THE OTHER HAND 


has just recetved goed news 


No, Mr. Gay is not a millionaire. He's just an ordinary individual who has 
had hard luck, illness in his family and debts have piled up. He has worked 
hard but somehow he just couldn't get shead. A friend suggested that he 
inquire at our Personal Loan Department. So he telephoned, explained the 
situation and was invited to come in and talk the matter over 

Our Personal Loan Department has helped many men like Mr. Gay. Perhaps 
it can help you also. You do not need to have an account here in order to 
borrow and you will find monthly repayments not only an incentive but @ 
help to get yourself out of debt 


THE FIRST NATIONAL 
BANK AND TRUST COMPANY 


EMBER FEDERAL RESERVE SY 


®@ Cotton. to be of value, must be processed into cloth. clothing 
or other finished products. 
This processing. trom field to the ultimate consumer. creates 
industry and employment Credit to finance the various steps 
in manufacture is the part of the “Silent Partner.” 

The American National Bank made over 42.000 cotton loans tt > 
past season. Not only were loans made for marketing and 
Processing cotton. but to firms and individuals for every con 


opportunity to couperate with you 


“AMERICAN NATIONAL BANK 


NASHVILLE 


of 


MEMBER FEDERAL 


WE'RE GLAD TO GIVE CREDIT 
WHERE CREDIT IS DUE 


door of opportunity power tor the 
machinery of business bonk credit 
is the “shortest distonce” between 
yOu ond the things that money wil 
buy. Estoblish your credit at Coli- 
fornia Bonk NOW, use te corry 
yOu through times of obnormo! en 
pense, to buy the necessines end 
shore of the lusuries of life, to 
take edvontage of opportunities, 


increore profin. Commercial loons, 
collotere! loons, reo! estote loons, 
personal loons, in foct ALL types 
of loons ore our specialty. you 
need money ask ot ony of Califor. 
Bonk's 54 convenient neighbor 
hood offices in ond oround los 
Angeles You'll And were glod to 
“give credit where credit is dve.” 
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Lusiness L. oans 


SHORT-TERM LOANS Asa commercial bank, we are daily making short-term 

FOR BUSINESS loans to both large and small businesses whose credit 

tequir s fall within the scope of reasonable com 

mercial bank standards. To every ap) who can profitably «se short-term credit 

and who is a qualified borrower under such reasonable standards, we will continue 
to make such loans—whether his business be little or big. 


LONG TERM LOANS This bank, together with the banks associated in the 
FOR BUSINESS r tands ready to aid 


under the enlarged plans of {! 
business on a secured bas: 


struction Finance Corporation. 
Individual Loans 


LOANS h tior improvements. 
expenses, this 
@ rates, repayable 


akes available to des a 
lk over with you your personal 


y. It will be a pleasure for our o! 
needs. 


TRUST COMPANY OF GEORGIA 


ATLANTA 


MEMBERS OF THE TRUST COMPANY OF GEORGIA GROUP 


TRUST COMPANY OF GEORGIA 
ATLANTA 


THE FIRST NATIONAL BANK AND TRUST O@, 


FIRST NATIONAL BANK 


NATIONAL EXCHANGE BANE 


THE LIBERTY NATIONAL BANK AND TRUST CO, 


purchose sound investments, to 


= 
> 
a 
z= 
> 
z 
° 
° 


MAL DEPOSIT INSURANCE CORPORATION 


Member 


U. P. NATIONAL WELCOMES 
APPLICATIONS for R.F.C. LOANS 


Quick Facts 
Regarding 
R. F.C. Loans: 


1. Loans shall be made for pur 
pose of promoting economic sta 
bility and encouraging employ 
ment to business enterprises for 
following purposes: (a) labor 
and materials. (b) purchase of 
machinery. (c) new business en. 
terprises. (4) expansion of exist 
ing enterprises. (¢) financing o! 
industrial construction. 


eligible 
partnership. 


enterprise is solvent and poten 
tial earnings indicate ability to 


security of character ani 
that will afford reasonable as 
surance of repayment. 


Maturity date and method of 
repayment shall be fixed by the 
RF. C. according to type and 
purpose of loan. 


|. Loans not primarily for payment 
of exsting indebtedness. 


This institution welcomes 
the opportunity to coop- 
erate with the U. S. Gov- 
ernment’s Reconstruction 
Finance Corporation in its 
effort to extend needed 
credit to sound business 
enterprises. Applications 
for R.F.C. Loans for busi- 
nesses that can qualify 
according to the “Quick 
Facts” listed at left, are 
invited at U. P. National 
and its Branches. 


“Union Pranters 
“NATIONAL 
BANK & TRUST COs) 
SINCE 1809 


NORTH MEMPHIS MANHATTAN 
BRANCHES: Main Adams * Madison at Second 


Federal 


at 


Deposit Insurance Corporation 
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CREDIT NEEDS 


IN PRIVATE HANDS 
of THE COUNTRY.” 


Hlere’s the Money... BLT 
> Where are the Borrowers? 


"HEN the public is told that banks are dodging their 
W fesponsibility in meeting the credit deeds of the 
country, it's time to examine the facts. It's common 
koowledge that banks have more money available to 
lend than they have out in loans. Why? 

Our own situation is a fair example. It's common 
practice for a commercial baak like the First National 
to extend to borrowing customers what are koown as 
“lines of credit.” So that the borrower can know what 
credit he can count on and so that the bank can be pre- 
pared to meet the customer's needs, the bank indicates 
its willingness to lend to the customer at any time dur- 
ing the next twelve months a certain maximum sum. 

During the past year we have extended “lines” 
totalling $52,832,000. In other words, that much is 
available to certain borrowers if they want it. How 
much of it do you think is being used today? Just 
$12,569,324—less than 25°(, of what we've agreed to 
lend. Do you think we enjoy having so little of our 
lendable funds profitably employed? We do not’ But 
business won't borrow unless business can make a 


FIRST 


profit on borrowed money. Willing as we are to lend, 
we can’t blame borrowers for their caution. 

If you've read this far (and we hope you have) you 
may be thinking that we're talking in terms of “big” 
business. It's true that “lines” are needed by and offered 
to our larger borrowing customers oaly. Since big and 
little are only relative terms, let's say we've been talking 
about “big” business. What about “little” business and 
individual borrowers? 

Well, our loans to firms and persons other than 
those covered by our credit lines, total $15,496,593. 
Ia other words we're lending nearly three million 
dollars more to “little” business than we are to “big” 
business right now. And that figure does not include 
the sum of more than $300,000 in small individual 
foans made through our Personal Loan Department. 

The responsibility which rests on baaks to meet 
the credit needs of the country in 0 way alters the 
fact that it takes two to make a bank loan—borrower 
and lender. Our record clearly testifies to our willing- 
ness to lend. Nothing would gratify us more than a 
brisk demand for loans of the type that can be made 
with advantage both to the borrowers and the bank. 


NATIONAL BANK AND TRUST COMPANY OF MINNEAPOLIS 


Member Federal Deposit 
Ins Corporation 


AFFILIATES WITH FIRST BANK STOCK CORPORATION 


It Takes Two to Make a Loan: 


Borrewer a4 Well as Lender 


teers is sold by banks, much 
as merchandise is sold by mer- 
chants, or manufactured products 


by manufacturers. 


In good times, just as it is a com- 
paratively simple matter to sell 
goods through stores and factories, 
it is also comparatively easy for 
banks to make sound loans, because 
people want to borrow when they 
can increase their profits with the 
use of the money and can see their 


way clear to repaying their loans. 


But when business declines, mer- 
chandise moves slowly, factory out- 
put is curtailed, and the demand for 
sound bank loans also declines — 
and no matter how willing banks 
may be to meet increased demands 
for bank credit, people generally 
will not borrow more until they 
believe that increasing their loans 


will increase their profits. 


A Bank’s Obligation 


Merchants are expected to sell 


goods only when they are reason- 


HOW WE CAN SERVE YOU 


No. 40 in a series of messages to acquaint you with some pf the miany 
ways in which the Granite Trust Company can be of real service to you. 


Buying a $30,000 Business for 
$5 a Week 


The foreman of a business was picked as the logical successor to buy 
out a profitable business. 


Unfortunately he had little money. His earnings were about $60 a weck. 


Yet now if he outlives his employer, he is assured of sole ownership of 
the business. 


Here is the plan we arranged and which attorneys for both parties 
approved: 
The foreman agreed to pay $5. a week which will carry 
$10,000 of insurance on his employer's life. The insurance is 
payable to the Bank as Trustee to be used as part payment for 
the business upon the employer’s death. The balance of 


$20,000 plus interest is to be paid in installments out of the 
earnings. 


Through Stock Purchase Agreements and Business Insurance Trusts, it 
is possible to assure the continuance of present management policies 
and protect the interests of the family of a principal stockholder or part- 
ner as well as his surviving business associates. 


Our Trust Department will be glad to discuss with you your business 
purchase problems. 


Ga” Ask for a copy of our folder “How We Can Serve You,” -qyge 


GRANITE 


TRUST COMPANY 


QUINCY WOLLASTON NORTH ‘QUINCY 


“Over 100 Years Ola” Member Federal Deposit Insurance Corporation 


Even If Your Business 
Is Small 


imilar enterprises, it is the most 
important of all businesses to you. 

Frank recognition of your attitude is the starting 
point of our deliberations when you come to the 
DAUPHIN DEPOSIT for a loan. We do our best to 
view your needs as you see them, even while we never 
lose sight of the fact that our first obligation must 
always be to our depositors. . 

The helpfulness of our policy can best be judged 
by our cordial relations with Harrisburg business for 
over a century past. 


Mississippi Valley Trust Co. 
Makes Loans During Good 
Times and Bad 


ably sure of payment for them, 
manufacturers sell their products 
only to good credit risks—and banks 
are under an even greater obligation 
to make loans only whe. they can 
reasonably expect them to be repaid, 
because banks deal with depositors’ 
money, and its protection and conser- 


vation is their first duty. 


Bank Loans Increase as 
Business Activity Increases 


That bank loans can and do keep 
pace with the trend of business is 
shown by the fact that from June 30, 
1934 to December 31, 1937—a 
period of increasing business activi- 
ty—commercial loans made by the 


banks in this country increased 48%. 


For 83 years Mississippi Valley Trust 
Company has played a constructive part 
in making loans, during good times and 
bad, in accordance with sound banking 
practice. Present loans of 34 million 
dollars on our books— including small 
loans and large loans, loans to business 
and loans to individuals— stand as evi- 
dence of our willingness and ability to 
lend money today. We invite you to dis- 
cuss your credit_needs with us. 


FEDERAL RESERVE SYSTEM 


Pa 


“OVER-A CENTURY - OF -SAFETY-AND-SERVICE* 


To Plainfield Business Men 


AND TO 


Owners, or Prospective 
Owners, of Plainfield Homes 


We offer every availzble type of loan that falls within oug 
legal limitations. 

Come in and talk over your plans and requirement»—if we 
lend you the money needed, because of restr 
placed upon banks, we will gladly help you to apply to the 
Federal Housing Admiaistration or the Reconstruction 


Finance Corporation. 


Let's work together for your success 
and Plainfield’s prosperity! 


MISSISSIPPI VALLEY TRUST COMPANY 


Broadway and Olive « St. Louis 


The Plainfield Trust Company 
Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 
Member Federal Deposit Insurance Corporation lember Federal Depo orpor 
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1928—The first Recordak in- 
roduced new efficiency into 
yank operations, through 
photography. 


1931—The Bank Model No. 2 Recordak 
increased even photographic efficiency 
with greater speed and many technical 
improvements in check photography. 


1934—The Commercial Recordak extends the field of 


records and photographic systems to include larger 
forms and commercial accounting methods, stepping 
up photographic speed to 140 items per minute. 


The Latest Development 
in Modern Banking Protection 


THE REVERSIBLE 
RECORDAK 


NTRODUCTION Of the Reversible Recordak 
climaxes a decade of development in photo- 
graphic accounting and record keeping. 

Probably the most versatile of modern 
banking devices, the Reversible Recordak pho- 
tographs either one side or both sides of 
checks at the simple touch of a button. . .does 
not perforate or mutilate check in any way. 
and will accommodate and reverse documents 
up to legal size. 

Here, again, is leadership in modern, eco- 
nomical banking equipment. ..broader cus- 
tomer service...greater depositor security. 
This newest Recordak dev elopment_ brings 
bank operations to new heights of efficiency, 
safety, and economy. 


From beginning to end (equipment, film, 
and processing) Recordak is manufactured and 
maintained by the same organization. Crews 
of experienced bank men operate in key cities 
all over the country to service Recordak instal- 
lations. . .14 conveniently located stations de- 
velop and process the film. 

Backed by the experience and facilities 
of Eastman Kodak Company, Recordak guards 
the records of banks, department stores, 
insurance companies, ‘mercantile organiza- 
tions, government departments, and big in- 
dustry everywhere. From the smallest bank to 
the largest organization, there’s a Recordak 
system that will save you money...and at no 
capital outlay. 
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From the introduction of the original Recordak through 
the highly specialized Micro-file Recordak, up to the 
newest reversible model, the manufacturers have had but 
one purpose...to provide banking and industry with 
the finest possible photographic systems for recording 
and accounting. 


Here Is the New Reversible Recordak 


1 Photographs both sides of checks 4 Automatic film take-up eliminates BURGH e CHICAGO e ATLANTA e WASH- 
or larger documents at a single film wastage...makes reloading INGTON, D. C. e DALLAS e DENVER e 
operation. faster and surer. SAN FRANCISCO e LOS ANGELES e 

PORTLAND, ORE. e KANSAS CITY e 

JACKSONVILLE e TORONTO e MON- 

TREAL e LONDON, ENG. 


2 Picture of reverse side immediately 5 Has provision for a built-in en- 
follows that of face side. dorsing mechanism. 


3 Entirely mechanical. ..operating Service, developing and processing 
at the high speed which Recordak facilities maintained at NEW YORK 
has always maintained. e BOSTON e PHILADELPHIA e PITTS- 


RECORDAK 


Photographic Accounting Systems 


Recordak Photographic Accounting Systems are serviced from 14 conveniently located offices ... one close to 
your bank. Recordak Corporation, Subsidiary of Eastman Kodak Company, 350 Madison Ave., New York, N.Y. 
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MODERN HEAT 


im “MODEL HOMES 


Model Anthracite Home of W. Yates 
Lansing, Rensselaer, New York, 
before landscaping. Anthracite heat- 
ing and air conditioning exclusively. 


MORE EVIDENCE OF THE ADVANTAGES OF ANTHRACITE 


DUST-PROOF 
ANTHRACITE BIN 
Filled from the outside, 
its sloping floor keeps 
constant supply of coal 
over stoker worm which 


feeds it to the heater. 


OUTSIDE ASH DISPOSAL 
Anthracite is put into 
the home and ashes re- 
moved without entering 
house. Spacious pit 
holds a season’s ashes. 


AIR CONDITIONING, TOO 

Clean, compact installa- 
tion of warm air heater 
and air conditioning 
units, with stoker and 
ash remover. 


COOKING 
Anthracite is used ex- 
clusively in this mod- 
ern cooking range. 


HEAT AND AIR CONDITIONING 


Financial institutions which own and manage prop- 
erty, are finding new opportunities to provide tenants 
with modern heating conveniences, without giving up 
the economy of Anthracite. 


The home illustrated here is an example of the pos- 
sibilities with today’s Anthracite equipment. 


This home has a complete heating and air condition- 
ing system. 

Fuel is fed from a closed bin, ashes are removed to 
a dust-proof vault—both automatically. Year ‘round 
hot water is automatic. With all of this convenience, 
the total annual cost for fuel is far below the cost of 
any other type of automatic heat. 


Anthracite Industries, Inc., has prepared a book 
describing all types of Anthracite equipment, from 
the modern inexpensive hand-fired boiler or warm air 
furnace, to the completely automatic fuel-and-ash- 
handling modern stoker. Copy of this book will be 
gladly sent upon request. Anthracite Industries, Inc., 


Chrysler Building, New York, N. Y. 


Cennsylvania 
ANTHRACITE 
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Transportation | F. M. Law Heads Preparation for Meeting 


Is Mapped Out 


Arrangements Made 
For Mexican 
Tours 


Special train schedules and 
all-expense tours are being 
arranged for the benefit of 
bankers attending the A.B.A. 
Convention in Houston in mid- 
November. 

The Falltonic Special, run- 
ning between Chicago and 
Houston, will make two stop- 
overs, one at St. Louis and the 
other at Dallas. The clearing- 
houses of the two cities will 
be hosts to the Falltonic’s 
convention-goers. A special re- 
turn trip is planned for the Fall- 
tonic, leaving Houston early 
Thursday afternoon, Novem- 
ber 17, via the Missouri Pacific 
to St. Louis and then to Chi- 
cago via the Wabash. Sponsors 
for the Falltonic are J. G. 
Lonsdale of Chicago, Lewis E. 
Pierson and Frank K. Houston 
of New York and Tom K. 
Smith of St. Louis. 

Bankers from South Dakota, 
Nebraska, Missouri, Colorado 
and Oklahoma have been in- 
vited to travel on the Kansas 
Bankers Special which goes via 
the Atchison, Topeka and 
Santa Fe. The clearinghouses 
of Wichita, Ft. Worth and 
Dallas will provide entertain- 
ment en route. 

It has been announced that 
there will be no Missouri 
Special this year. 

An All-Southern Special leaves 
Atlanta on Friday, November 
11 at 6 P.M. via the A. & 
W. P. It arrives in New Or- 
leans for breakfast the next 
morning, leaves there at 10 
P.M. and arrives in Houston 
Sunday morning at 8 A.M. 
Information on this train may 
be had from Haynes McFad- 
den, Secretary, Georgia Bank- 
ers Association, Atlanta. 

The Pennsylvania Railroad 
will operate two all-expense 
tours between New York and 
Houston. The route to the con- 
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Francis Marion Law, presi- 
dent of the First National 
Bank, Houston, and former 
President of the American 
Bankers Association, is general 
chairman of the executive com- 
mittee of Houston bankers 
who are making ready for the 
American Bankers Association 
Convention. 

Serving with Mr. Law on 
that committee are: E. C. 
Barkley, Second National Bank; 
Leslie Coleman, San Jacinto 
National Bank; R. M. Farrar, 
Union National Bank; E. F. 
Gossett, South Texas Com- 
mercial National Bank; S. 
Marcus Greer, City National 
Bank; W. N. Greer, Citizens 
State Bank; Allan H. King, 
State National Bank; C. M. 
Malone, Guardian Trust Com- 
pany; Mrs. S. M. McAshan; 
Melvin Rouff, Houston Na- 
tional Bank; A. D. Simpson, 
National Bank of Commerce; 


and P. B. Timpson, Houston 
Land & Trust Company. 
Chairmen of other commit- 
tees are as follows: Ball com- 
mittee, C. M. Malone, Guar- 
dian Trust Company ; Coliseum 
committee, Leslie Coleman, 
San Jacinto National Bank; 
entertainment, T. J. Caldwell, 
Union National Bank; finance, 
P. G. Timpson, Houston Land 
& Trust Company; golf com- 
mittee, E. F. Gossett, South 
Texas Commercial National 
Bank; hotel, Allan H. King, 
State National Bank; informa- 
tion, W. N. Greer, Citizens 
State Bank; ladies committee, 
Mrs. S. M. McAshan, 419 
Lovett Boulevard; personnel, 
S. Marcus Greer, City Na- 
tional Bank; publicity, A. D. 
Simpson, National Bank of 
Commerce; reception, R. M. 
Farrar, Union National Bank; 
registration, Melvin Rouff, 
Houston National Bank. 


vention is the same for both 
tours and aboard the same 
special train, leaving New York 
Thursday, November 10 and 
visiting Norris Dam, Knoxville 
and New Orleans. On the re- 
turn trip, one tour will go 
directly to New York, with a 
one-day stop in Ft. Worth. 
The other tour will go into 
Mexico and require 18 days. 
November 20-24 inclusive will 
be spent in Mexico City. 

The New York Central is 
operating two tours—one re- 
quiring slightly over a week 
and the other a 21-day trip 
into Mexico. The latter trip 
will cross the United States 
to Arizona, traverse the west 
coast of Mexico, halt in Mexico 
City five days and reach Hous- 
ton Sunday morning, Nov. 13. 


ANOTHER MEXICAN TRIP 


The Pennsylvania Railroad 
tour to Mexico will cost New 
York passengers from $310 to 
$350 depending on accommo- 
dations. The New York Cen- 
tral trip will cost, round trip 
from New York, $345 to $425. 


These figures include Pullman 
fare, meals en route, sight- 
seeing and hotel accommoda- 
tions and meals except at 
Houston. 

The Financial Advertisers 
Association, meeting in Ft. 
Worth Oct. 31-Nov. 3, has ar- 
ranged a trip to Mexico follow- 
ing its convention. Members of 
the A.B.A. have been invited. 


Convention To Have 
Equipment Exhibit 


For the first time the A.B.A. 
Convention is to have an ex- 
hibition of bank equipment 
and services. When similar 
educational displays were shown 
at the regional meetings and at 
the Mid-Winter Trust and the 
Spring Savings conferences of 
1938, they attracted wide at- 
tention and comment, and it is 
believed that bankers attend- 
ing the Houston meetings will 
be interested in seeing the lat- 
est mechanical 
to more efficient banking. 


contributions 


Cameron, Jones 


A.B.A. Speakers 


Prominent Names 
On Schedule For 
Houston 


W. J. Cameron of the Ford 


Motor Company and Jesse H. 
Jones, chairman of the board of 
the 
Corporation, will be among the 
national figures who will ad- 
dress the annual convention of 
the American Bankers Associa- 
tion at Houston, Texas, No- 
vember 14-17, it is announced 
by Dr. Harold Stonier, execu- 
tive manager of the Associa- 
tion. Mr. Jones is chairman of 
the board of the National Bank 
of Commerce in Houston. - 


Reconstruction Finance 


Other speakers will include 


Dr. Adam S. Bennion, assist- 
ant to the president of the Utah 
Power & Light Company, Salt 
Lake City, Utah; J. Reuben 
Clark, chairman of the Foreign 
Bondholders Protective Coun- 
cil, Inc., New York City, and 
former ambassador to Mexico; 
Dr. Karl T. Compton, presi- 
dent of the 
Institute of Technology, Cam- 
bridge, 
James E. Freeman, Episcopal 
bishop of Washington, D. C. 


Massachusetts 


Mass.; and Bishop 


All will speak at the general 
sessions of the convention. 
Messrs. Cameron and Jones 
will speak at the first general 
session, Tuesday, November 
15; Messrs. Bennion and Clark 
at the second general session, 
Wednesday, November 16; and 
Messrs. Freeman and Compton 
at the final general session, 
Thursday, November 17. 

In addition to the general 
sessions of the convention there 
will be meetings of the Asso- 
ciation’s four Divisions, Na- 
tional Bank Division, State 
Bank Division, Savings Divi- 
sion and Trust Division, as 
well as meetings of the various 
Commissions and Committees, 
programs for which are in the 
process of being completed and 
details of which will be an- 
nounced later. 
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State Bank Research Committee Reports on 1937 


Earnings and Expenses; Study Covers 8,920 Banks 


Operating Gross 


Net Show Increase 


Although gross and net earn- 
ings from current operations 
of state banks doing a com- 
mercial banking business in- 
creased in 1937 in a majority of 
states, net profits were moder- 
ately lower than for 1936 in 
about 60 per cent of the states, 
says the annual survey of earn- 
ings and expenses conducted by 
the Committee on State Bank 
Research of the A.B.A. State 
Bank Division. 

The survey covered 8,920 
state banks doing a commercial 
business in 46 states, the insti- 
tutions being state (commer- 
cial) banks, loan and trust 
companies, and private banks. 
Figures for Louisiana and 
Texas were not available. 

“After deducting charge- 
offs on loans, investments, etc., 
and adding recoveries,’ says 
the report, “net profits before 
declaration of dividends were 
shown in 44 of the 46 states 
reporting. Measured in terms 
of dollars per each $100 of 
deposits, net profits in 1937 
ranged between $1.71 and $.02, 
with 19 states showing profits 
of $1.00 or over. The average 
among the 44 states amounted 
to $.96 compared with $.98 for 
42 states in the preceding year.” 

Gross earnings of state banks 
increased in most states last 
year and, despite many in- 
creases in total expenditures, 
a slight majority of states 
showed larger net earnings in 
1937 than in 1936. 

“Improvement in net earn- 
ings, in proportion to total 
earnings, was shown in nearly 
one-half of the reporting states,” 
notes the report, ‘‘while in a 
few states net earnings retained 
the same proportion in 1937 as 
in 1936. 

“Widening of margins be- 
tween gross earnings and total 
expenses indicates that banks, 
in holding down expenses and 
thereby increasing net earn- 
ings, are operating more effi- 
ciently. 

“Among the states which 
reported in both 1936 and 1937, 
the greatest improvement in 
net earnings, as related to total 
earnings, appeared to be in 


State Bank Studies 


On these pages BANKING 
reports two studies recently 
made under authority of the 
A.B.A. Committee on State 
Bank Research, State Bank 


Division—the seventh an- 


nual survey of state bank 
resources and liabilities, and 
the fourth annual survey of 
earnings and expenses. They 
are being published together 
in bulletin form by the Re- 
search Council. 


Slowly Returning Credit Demand 
Indicated in Committee Report 


Investment and Loan 
Nets Compared 


With regard to earnings on 
loans and investments the 
state bank study of earnings 
and expenses says: 

“At the close of 1937, 26 
states showed larger percent- 
ages of loans and discounts in 
relation to total deposits, while 
22 states had a larger propor- 
tion of their deposits in invest- 
ments, indicating a slowly re- 
turning demand for credit. 
However, of the 46 states re- 
porting earnings and expense 
figures for 1937, only Illinois, 
New Hampshire and Pennsyl- 
vania, having over 50 per cent 
of deposits invested in securi- 
ties, reported higher earnings 
from investments than from 
loans. In terms of dollars for 
each $100 of deposits, gross 
income from loans in 1937 
ranged between $3.82 in Okla- 
homa and $1.01 in Illinois, 


Nevada. The states reporting 
the widest margins between 
gross earnings and total ex- 
penses in 1937, as reflected by 
the ratios of total earnings to 
net earnings, were Delaware, 
Florida, Georgia, Nevada, New 
Hampshire and North Caro- 
lina. 

“Average net earnings 
amounted to $1.38 per each 
$100 of deposits. The highest 
rates of net earnings per $100 
of deposits, or those amounting 
to more than $2 each, were 
$2.28 in Florida, $2.26 in 
Georgia, and $2.17 in New 
Hampshire. Thirty-nine states 
reported net earnings between 
$1 and $2 per $100 of deposits, 
while three states, Arizona, 
New York and Ohio, had net 
earnings under $1.” 


averaging (median) $2.29, while 
gross income from investments 
ranged between $2.43 in New 
Hampshire and $.74 in Wyom- 
ing and averaged $1.32 per $100 
of deposits. 

“Comparing percentages of 
net income earned from loans 
(gross income less gross losses) 
with percentages of net income 
from investments, it was noted 
that all reporting states with 
the exception of Illinois and 
Pennsylvania earned a higher 
proportion of net income from 
loans than from investments. 

“Measured in terms of dol- 
lars per each $100 of deposits, 
the net income on loans and dis- 
counts in 1937, ranging be- 
tween $3.33 and $.79, averaged 
(median) approximately $1.82, 
in comparison with net income 
on investments which ranged 
between $1.71 and $.50 per 
$100 of deposits and averaged 
$.96. Improvement with re- 
gard to net income on loans 
and on investments in 1937 
over the year before was indi- 
cated, since the average net 
income from loans for report- 
ing states in 1936 amounted to 
$1.53 for each $100 of deposits, 
and net income from invest- 
ments averaged about $.90.” 


Good Management 


“By increasing their in- 
vestments, banks have to 
some extent replaced their 
decreasing loans, but the 
average yield on invest- 
ments is usually lower than 


the return on loans. Conse- 
quently, it is extremely im- 
portant that, in maintaining 
sound and profitable bank- 
ing, investment portfolios 
be capably and competently 
managed.” —Fromthe Report 


Service Charges 
Bolster Profits 


Average of 70 Cents 
Per $100 Deposits 


While earnings from service 
charges in 1937 were only 5.2 
per cent of gross, yet in four 
states net profits before divi- 
dends for the year would have 
been wiped out without in- 
come from such charges and in 
14 states service charges meant 
the difference between profit 
or loss after cash dividends. 

“Tt is encouraging to note,” 
says the earnings and expenses 
study, “ that, measured in terms 
of dollars per $100 of demand 
deposits, the average income 
received from service charges 
in 1937 amounted to $.70, com- 
pared with $.60 in 1936 and 
$.40 in 1935. The highest serv- 
ice charge income earned in 
1937 amounted to $2.70 for 
each $100 of demand deposits 
in North Dakota, while the 
lowest earnings from this source 
were $.10 in Delaware, Mary- 
land and New York. Of the 18 
states reporting a service charge 
income of $1 or more for each 
$100 of demand deposits, seven 
were southern states, five were 
central states, three were in the 
mountain section of the coun- 
try, and one state each in the 
Pacific, eastern and New Eng- 
land sections.” 

Analyzing earning rates on 
loans and investments the 
A.B.A. research study of state 
bank earnings finds that the 
average net yield received by 
state banks last year from in- 
vested funds was 4.5 per cent 
for each $100 of funds in loans 
and discounts, and 2.5 per cent 
in securities. 

“States showing higher than 
average net earning rates on 
loans were six southern states, 
five mountain states, three 
central states, two Pacific and 
two New England states. Higher 
than average net return on in- 
vestments were shown in eight 
southern states, three moun- 
tain states, three central states, 
two New England states and 
one eastern state. Florida, 
Georgia, Idaho, Mississippi, 
New Mexico, Oklahoma, Rhode 
Island and Tennessee were the 
states which earned a higher 
than average rate of net income 
on both.” 
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Demand Category | 


Off In 1937 


With regard to deposit trends 
the resources and liabilities re- 
port makes these observations: 

‘‘Demand deposits and time 
deposits in all banks followed a 
similar downward course from 
the end of 1931 to 1933, with 
time deposits substantially 
higher during these years than 
demand deposits. After the 
lowest point of these items at 
the close of 1933 was reached, 
they turned upward. Demand 
deposits, rising more rapidly 
than time deposits, touched 
their highest peak during the 
seven-year period on Decem- 
ber 31, 1936, and on that date 
exceeded time deposits. During 
1937, demand deposits declined 
to slightly above time. 

“The rise of time deposits 
has been steady from the end 
of 1933 to 1937, but, as their 
rise has been less marked than 
their earlier decline, time de- 
posits in all banks remained 
somewhat lower at the close 
of the period. 

“In national banks demand 
deposits reached their lowest 
level during the period on 
December 31, 1932, while in 
state banks doing a commer- 
cial banking business, the low 
point is indicated at the end of 
1933. Increasing from their low 
levels in each successive year, 
demand deposits in both na- 
tional and state banks reached 
their highest points in 1936, 
from which moderate declines 
were noted at the close of 1937. 
The gains in demand deposits 
of national banks brought them 
above demand deposits of state 
banks during 1936. 

“Time deposits have had a 
similar trend in all of the five 
groups of banks, although in 
national banks and in mutual 
and stock savings banks the 
downward course from 1931 to 
1933 was more gradual than 
that of other banks and gains 
in the four following years 
have brought time deposits in 
national and savings banks back 
to their 1931 levels, whereas 
time deposits in state banks 
doing a commercial business 
are still somewhat below the 
level of 1931.” 
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A Drop Of 2 Billion | 


For Year 


A decrease of roughly two 
billion dollars in the country’s 
banking resources during 1937 
is shown in a compilation made 
from data assembled by the 
Committee on State Bank Re- 
search, of the A.B.A. State 
Bank Division, and from the 
national bank figures in the 
report of the Comptroller. 

Total resources of 15,379 
banks on December 31 last were 
$67,583,992,000 compared with 
$69,664,165,000 at the end of 
1936. Deposits totaled $58,- 
680,587,000 against $60,740,- 
148,000. 

The Committee recently com- 
pleted its annual survey of 
state bank resources and lia- 
bilities and earnings and ex- 
penses. The survey showed 
decreases in nearly all the prin- 
cipal items of resources and 
liabilities of state banks, as 
compared with 1936, although 
there were slight gains in loans 
and discounts and time depos- 
its. Information for the study 
was contributed by banking de- 
partments of the 48 states. 

Combined resources of the 
10,119 state supervised banks 
on December 31, 1937, were 
$37,520,477,000 compared with 
$38,652,726,000 the year be- 
fore. Loans and _ discounts 
amounted to $13,108,126,000 
against $12,871,593,000; in- 
vestments $14,754,049,000 (of 
which 57.4 per cent were United 
States Government securities) 
against $15,549,907,000; and 
deposits $32,193,818,000 com- 
pared with $33,184,292,000 at 
the end of 1936. 

The 9,230 state banks doing 
a commercial banking business 
(state commercial banks, loan 
and trust companies and pri- 
vate banks) had total resources 
of $24,874,220,000, a decrease 
of 4.6 per cent. Their loans and 
discounts amounted to $7,839,- 
047,000, a gain of 3.2 per cent 
over 1936, while investments 
decreased 9.2 per cent to $9,- 
014,543,000. Of total invest- 
ments, 63.6 per cent was in 
Government securities. Depos- 
its of these banks totaled $21,- 
021,206,000, a drop of $1,104,- 
890,000, or 5 per cent, in the 


Report Reviews | Total Bank Assets 672 Billion 
Deposit Trends 


The Committee 


Members of the State 
Bank Division’s Committee 
on State Bank Research are: 

Albert S. Puelicher, presi- 
dent, Marshall & Ilsley 
Bank, Milwaukee, chair- 
man; Fred B. Brady, vice- 
president, Commerce Trust 
Company, Kansas City, Mo.; 
H. B. Fuller, president, 
Bank of Guerneville, Guer- 
neville, Cal.; C. J. Kirsch- 
ner, vice-president, Markle 

- Banking and Trust Com- 
pany, Hazleton, Pa.; Ar- 
thur B. Taylor, president, 
Lorain County Savings & 
Trust Company, Elyria, O.; 
and Frank W. Simmonds, 
Senior Deputy Manager, 
A.B.A., secretary. 


year. Excluding deposits of 
other banks, demand deposits 
at the end of 1937 were $11,- 
816,737,000, a decrease of 7.6 
per cent, while time deposits 
totaled $6,100,504,000, a gain 
of 7.4 per cent. 

Resources of 889 stock and 
mutual savings banks on Decem- 
ber 31 were $12,646,257,000, a 
gain of 0.6 per cent. Savings 
banks held $5,269,079,000 in 
loans and discounts and $2,- 
727,945,000 in Governments. 
Their time deposits, $11,047,- 
862,000, were up 1.1 per cent. 

In a series of charts the com- 
mittee report summarizes the 
position of all state and na- 
tional banks at the end of each 
year from 1931 to 1937, show- 
ing trends of the principal 
items during the seven-year 
period. Banks are grouped in 
five classifications: state banks 
doing commercial banking busi- 
ness, mutual and stock savings 
banks, total state supervised 
banks, nationals, all banks. 


Little Change in Capital 
Trend Is Noted 


The resources and liabilities 
survey showed that capital 
stock had maintained an al- 
most horizontal level during 
the entire period 1931-1937 in 
state commercial and national 
banks, although, following a 
small increase in 1934, the 
trend has been somewhat down- 
ward since 1935. 


— In Loans, 
At End of 1937, Survey Shows | Discounts Noted 


Reached Best Level 


Since 1932 


Reviewing its data, the re- 
sources and liabilities survey 
points out that the decline in 
total resources last year com- 
pared with substantial increases 
at the close of 1934, 1935 and 
1936, following sharp decreases 
from 1931 to 1933. Volume, 
however, was well above that 
at the end of 1935. 

“This trend for all banks 
likewise reflects the course for 
total state supervised banks, 
national banks and state banks 
doing a commercial business, 
although in state banks the 
reduction from 1931 to 1933 
was sharper than that of na- 
tional banks. and the rise of 
resources in state banks from 
1934 to 1936 was somewhat less 
substantial. Resources in mu- 
tual and stock savings banks 
have maintained an almost 
horizontal position during the 
period, curving slightly down- 
ward from 1931 to the end of 
1933 and since then gradually 
upward through the end of 
1937. The highest point of the 
period for resources in savings 
banks was attained in 1937.” 

The rise in loans and dis- 
counts in all banks was the 
second successive yearly gain, 
and the total reached the 
highest point since 1932. The 
highest point for this item was 
at the close of 1931. 


Investments Down 
In °37 

The 1937 reduction in total 
investments of all banks was 
the first since 1933, and fol- 
lowed three years of rapid in- 
crease from 1934 to 1936, says 
the A.B.A. study of state bank 
resources. 

“In total state supervised 
banks and state banks doing a 
commercial banking business,” 
the report states, “investments 
followed the trend in all banks. 
National banks, however, 
showed increases in total in- 
vestments from the end of 
1931 to 1936, but declined in 
1937. Investments in mutual 
and stock savings banks, which 
have risen slowly since 1933, 
continued to gain slightly in 
1937.” 
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Public Service 


Is F.A.A. Theme 


Fort Worth Program 
Stresses Uses 
Of Research 


Public service aspects of 
banking are to be stressed at 
this year’s convention of the 
Financial Advertisers Associa- 
tion, Fort Worth, Oct. 31- 
Nov. 3. 

George O. Everett, assistant 
vice-president of the First Citi- 
zens Bank & Trust Company, 
Utica, N. Y., and general con- 
vention chairman, has an- 
nounced that the general theme 
of the sessions will be ‘‘a study 
of the application of research 
to the problems of the financial 
field, including the effects of the 
present banking situation on 
the public relations problem.” 

Speakers at the convention 
include: Elmo Roper, New 
York, who conducts the For- 
tune magazine quarterly sur- 
vey, on ‘‘Can Research Benefit 
Banking?’’; Bert H. White, 
vice-president, Liberty Bank, 
Buffalo, and frequent contrib- 
utor to BANKING, on “How 
Banks Can Help Their Indus- 
trial Customers Through Re- 
search Laboratories”; and Dr. 
J. C. Dolley, head of the bank- 
ing department, University of 
Texas, in lectures on how to 
meet the public relations prob- 
lems created by changing eco- 
nomic conditions. George O. 
Everett will give a course in 
employee training. 


William H. Neal 


In cooperation with the Fort 
Worth Clearing House Associa- 
tion and chamber of commerce, 
the convention committees are 
planning a warm welcome for 
the F.A.A. members. William 
H. Neal, the association’s pres- 
ident and vice-president of the 
Wachovia Bank and Trust 
Company of Winston-Salem, 
N. C., has said that because 
of its atmosphere of western 
friendliness and _ hospitality, 
this year’s convention will 
probably be known as the 
F.A.A. “round-up.” 


Texas Hospitality 


In an invitation to attend 
the November convention 
of the Financial Advertisers 
Association the Fort Worth 
Clearing House says: 

“Fort Worth is preparing 
to give you the best in edu- 
cational features and some- 
thing different in Western 
entertainment. Our Fort 
Worth banks feel keenly the 
responsibility of giving you 
the best convention in F.A.A. 


A.B.A. Trust Men 
At Law Meeting 


Several Speak At 
Cleveland Meeting 
Of Bar 


Officials of the Trust Divi- 
sion, A.B.A. took an active 
part in the American Bar Asso- 
ciation’s annual meeting held 
in Cleveland, Ohio. 

Robertson Griswold, Presi- 
dent of the Trust Division and 
vice-president of the Maryland 
Trust Company, Baltimore, 
attended two sessions on July 
26, the program for which 
had been arranged by a com- 
mittee of which Gilbert T. 
Stephenson, former president 
of the Trust Division and 
director of the Trust Research 
Department of The Graduate 
School of Banking, was chair- 
man. 

Frederick A. Carroll, chair- 
man of the Trust Division’s 
Committee on Trust Policies 
and vice-president and trust 
officer of the National Shaw- 
mut Bank of Boston, delivered 
an address on the subject of 
“Ts There a Place in the United 
States for the Professional In- 
dividual Trustee?” 

An open meeting of the 
American Bar Association’s 
Committee on Unauthorized 
Practice of the Law was held 
on July 27 and was attended by 
President Griswold and Ray- 
mond H. Trott, chairman of 
the Trust Division’s Commit- 
tee on Relations with the Bar 


Sept. 29-30 
Oct. 19-21 


Nov. 14-17 


Sept. 
Sept. 
Oct. 11-12 
Nov. 


Sept. 
Sept. 
Sept. 


Sept. 
land, Ohio 


American Bankers Association 
Mid-Continent Trust Conference, Chicago, Illinois 
Pacific Coast-Rocky Mountain States Trust Con- 
ference, San Francisco 

Annual Convention, Rice Hotel, Houston, Texas 


State Associations 
Kentucky, Lafayette Hotel, Lexington 
Delaware, Rehoboth 
Nebraska, Omaha 
Arizona, Westward Ho Hotel, Phoenix 


Other Organizations 


Maine Savings Banks Association, Rangeley Lake 
Hotel, Rangeley 

Insurance Advertising Conference, Oyster Harbors 
Club, Osterville, Cape Cod, Massachusetts 
Seventh International Management 
Washington, D. C. 


National Industrial Advertisers Association, Cleve- 


Congress, 


CONVENTIONS 


Oct. 10-12 The Morris Plan Bankers Association, The Green- 
brier, White Sulphur Springs, West Virginia 

Oct. 11-14 Mortgage Bankers Association of America, Chicago, 
Illinois 

Oct. 24-27 Metal Mining Convention and Exposition, Ambas- 
sador Hotel, Los Angeles, California 

Oct. 24-29 Investment Bankers Association of America, White 
Sulphur Springs, West Virginia 

Oct. 31- National Foreign Trade Convention, New York 

Nov. 2 City 
Oct. 31- Financial Advertisers Association, Texas Hotel, 
Nov. 3 Fort Worth, Texas 

Nov. 10-11 National Association of Real Estate Boards, Mil- 
waukee, Wisconsin 

Nov. 10-12 National Association of Supervisors of State Banks, 
Hot Springs, Arkansas 

Nov. 11-18 National Automobile Show, Grand Central Palace, 
New York City 

Nov. 14-16 National Association of Bank Auditors and Comp- 
trollers, Houston, Texas 

Nov. 14-17 Association of Bank Women, Houston, Texas 

Nov. 14-17 


Florida 


National Security Traders Association, Miami, 


Georgia Bankers 
Aid Farm Income 


The agricultural committee 
of the Georgia Bankers Associ- 
ation this year sponsors a pub- 
lication prepared by the exten- 
sion service of the University of 
Georgia entitled Growing Hogs 
in Georgia. 

Bankers in Georgia are back- 
ing up the project of home and 
curb markets. It has been esti- 
mated by representatives of the 
extension service that this proj- 
ect has made possible for the 
farm women of Georgia to 
enjoy an additional income of 
around $700,000, averaging 
about $100 per farm family 
reporting. 


and vice-president of the Rhode 
Island Hospital Trust Com- 
pany of Providence. Mr. Trott 
read a formal statement rela- 
tive to the present policy of the 
Trust Division respecting rela- 
tionships of trust institutions 
with members of the Bar, in 
which he quoted excerpts from 
the Trust Division’s ‘A State- 
ment of Principles of Trust 
Institutions” regarding the 
relative fields of attorneys and 
trust institutions. 

At the annual dinner of 
the Section of Real Property, 
Probate, and Trust Law held 
on Tuesday evening, July 
26, Thomas C. Hennings, a 
past President of the Trust 
Division, A.B.A., vice- 
president of the Mercantile- 
Commerce Bank and Trust 
Company of St. Louis, delivered 
the main address. 
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Coast Trust Men 
Arrange Meeting 


Committees at Work 
On Arrangements 


Plans are actively under way 
for the 16th Regional Trust 
Conference of the Pacific Coast 
and Rocky Mountain States, 
to be held at the St. Francis 
Hotel, San Francisco, October 
19-21 under auspices of the 
A.B.A. Trust Division, it is 
announced by Robertson Gris- 
wold, President of the Division 
and vice-president of the Mary- 
land Trust Company, Balti- 
more. 

W. J. Kieferdorf, vice-presi- 
dent and senior trust officer, 
Bank of America National 
Trust & Savings Association, 
San Francisco, who is general 
chairman of the conference, 
has announced the personnel 
of the various conference com- 
mittees. 

The general committee of 
trust men from the states repre- 
sented in the conference area 
is as follows: 

Washington, C. L. LeSourd, 
vice-president and manager, 
trust department, Seattle-First 
National Bank, Seattle; Ore- 
gon, Blaine B. Coles, vice- 
president and trust officer, 
First National Bank of Port- 
land, Portland; California, W. J. 
Kieferdorf, vice-president and 
senior trust Officer, Bank of 
America National Trust and 
Savings Association, San Fran- 
cisco; Idaho, J. L. Driscoll, 
vice-president, First-Security 
Bank of Idaho, Boise; Nevada, 
Paul E. Dorman, trust officer, 
First National Bank of Ne- 
vada, Reno; Utah, John M. 
Wallace, vice-president and 
trust officer, Walker Bank and 
Trust Company, Salt Lake 
City; Arizona, H. L. Fletcher, 
trust officer, Valley National 
Bank, Phoenix; Montana, Wal- 
ter T. Ballard, trust officer, 
Metals Bank and Trust Com- 
pany, Butte; Wyoming, Don 
H. Wageman, vice-president 
and trust officer, American 
National Bank, Cheyenne; Col- 
orado, C. O. Floyd, trust offi- 
cer, First National Bank, Den- 
ver; New Mexico, Fred Luthy, 
vice-president and trust officer, 
Albuquerque National Trust 
and Savings Bank. 


September 1938 


Indiana Bankers 


Plan Conference 


Meet Next Month 
at University 


Problems of prime current 
interest to bank officers and 
employees will form the basis 
of an Indiana bankers confer- 
ence to be held October 24, 25 
and 26 at Indiana University 
under the sponsorship of the 
Indiana Bankers Association, 
the university, and the Indiana 
Department of Financial In- 
stitutions. 

Public relations and its vari- 
ous phases as applied to banks, 
loans, bank management, in- 
vestments and bank regula- 
tion are listed among the sub- 
jects in which five courses will 
be given by authorities in the 
various fields. 

Robert H. Myers, Muncie, 
president of the Indiana Bank- 
ers Association, and Oscar H. 
Cravens, Bloomington, chair- 
man of the conference com- 
mittee, in announcing the 
three-day sessions emphasized 
the need of a short course in 
modern banking problems for 
the junior officers and employ- 
ees on whom will depend the 
future management of the 
state’s banking institutions. 

The Indiana conference, they 
said, will be in line with the 
tendency toward adult educa- 
tion in the professional field as 
carried on for several years by 
the nationally-known Gradu- 
ate School of Banking con- 
ducted by the American Bank- 
ers Association at Rutgers 
University and by groups in 
Wisconsin, South Carolina and 
other states. 

The conference will be held 
in conjunction with the uni- 
versity’s business school. 


Hoosier Farm Projects 


The agricultural commit- 
tee of the Indiana Bankers 
Association lists in The 
Hoosier Banker the agricul- 
tural project activities of 47 
counties in that state. With 
each county is given the 
name of the key banker, the 
county agent and a list of 
projects being carried on by 
bankers. 


Wisconsin Bankers 
Aid Grasshopper 
Control 


The agricultural committee 
of the Wisconsin Bankers Asso- 
ciation, headed by Max Stieg, 
cashier of the Dairymen’s State 
Bank, Clintonville, has been 
performing a most creditable 
piece of work in helping to con- 
trol the menace of grasshoppers 
in the state. Details as to the 
extent of infestation and meth- 
ods of control were distributed 
in the form of a map and de- 
scriptive folder to all banks. 


Savings Bankers 


Named Trustees 


New York Insurance 
Plan Takes Form 


Four savings bankers have 
been appointed trustees of the 
New York State General In- 
surance Guaranty Fund of 
Savings Bank Life Insurance. 

The men named are Andrew 
Mills, Jr., president of the Dry 
Dock Savings Bank of New 
York City and president of the 
Savings Banks Association of 
the State of New York; Ed- 
ward A. Richards, president of 
the East New York Savings 
Bank of Brooklyn; and Wil- 
liam G. Green, president of the 
New York Savings Bank, Man- 
hattan. The fourth member is 
Smith Sheldon, trustee of the 
Monroe County Savings Bank 
of Rochester. 

Paul Taylor, deputy super- 
intendent in charge of savings 
bank life insurance is a trustee 
and presides at the meetings. 

These men are in charge of 
the guaranty fund which be- 
comes effective January 1 next. 
Their function is to act as 
an advisory board for the as- 
sistance of the New York 
Superintendent of Insurance in 
directing the affairs of this new 
phase of insurance. 

The appointments, made by 
Governor Lehman, were an- 
nounced through Louis H. Pink, 
superintendent of insurance. 


Forums Feature Mid-Continent 


Trust Conference at Chicago 


Program Ready for 
September 29-30 


A series of four open forums 
on as many subjects of vital 
interest to trust executives will 
feature the Ninth Mid-Conti- 
nent Trust Conference of the 
American Bankers Association, 
to be held at the Stevens Hotel 
in Chicago, September 29 and 
30, according to the program 
for the conference announced 
by Robertson Griswold, Presi- 
dent of the Trust Division of 
the A.B.A. and vice-president 
of the Maryland Trust Com- 
pany, Baltimore. 

Three of these forum ses- 
sions will be held on the first 
day, Thursday, September 29, 
and the subjects will be “ Taxes,” 
‘Federal Reserve Regulation 
F,” and ‘Real Estate as a 
Trust Asset.” The fourth forum, 
on “Legal Problems Confront- 
ing the Trust Business,’’ will be 
held at the concluding session 
Friday afternoon, September 
30, and will be led by Professor 
George Bogert of the University 
of Chicago. 

The program has been de- 
veloped to provide discussions 
of practical interest to the ex- 
ecutives of the smaller and 
average sized trust institutions 
throughout the territory, Mr. 
Griswold stated. 

A banquet will be held on 
the evening of Thursday, Sep- 
tember 29, and will be ad- 
dressed by Professor F. Cyril 
James of the Wharton School 
of Finance, Philadelphia, on 
“Investment Problems in a 
Changing World.” 

Women attending will be 
entertained with luncheon and 
bridge at the Edgewater Beach 
Hotel and also at a luncheon 
at International House on the 
campus of the University of 
Chicago. 

The conference territory in- 
cludes Arkansas, Illinois, In- 
diana, Iowa, Kansas, Michi- 
gan, Minnesota, Missouri, Ne- 
braska, North Dakota, Ohio, 
Oklahoma, South Dakota, Tex- 
as, and Wisconsin. 

This will be the first Mid- 
Continent Trust Conference 
since the meeting held at Mil- 
waukee in 1932. 
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NEW BOOKS 


A September Reading List 


N important book in the banking field this month is The 
A Evolution of Finance Capitalism, by George W. Ed- 
wards. (Longmans, Green and Co., New York, $4.) 
Fifteen years of research went into this scholarly work which, 
as the publishers say, is “an interpretation of the past, 
an analysis of the present, a forecast of the future.” Dr. 
Edwards’ subject is security capitalism, defined as the 
economic system that is financed through conversion of 
investors’ savings into security investment. He traces its 
growth from the. Napoleonic era to the present, examining 
the political, social, economic, philosophic and legal forces 
that have helped form the system, as well as the financial 
institutions associated with it. The rise of capitalism in 
Britain, France, Germany and this and other countries 
are covered, the problems of the American system being 
treated extensively. 

Dr. Edwards believes the reform of security capitalism is 
“unquestionably the most pressing problem of the day.” 
If the disintegrating forces now at work continue unchecked, 
society is due for a severe setback; on the other hand, “intel- 
ligent leadership based on sound private management and 
efficient public supervision can lift security capitalism to a 
new economic renaissance, for a carefully directed security 
capitalism can well serve as a mechanism for a new industrial 
revolution which could give society an economic welfare 
not attained by any previous civilization.” 

“Such a program for control of security capitalism,” says 
the author, “is a matter which cannot wait, for there is 
need of an immediate adoption of such a program to control 
not only the financial institutions but, what is more impor- 
tant, the non-financial institutions.” 

Dr. Edwards is chairman of the economics department, the 
City College, College of the City of New York, and has 
long been identified with the work of the American Institute 
of Banking. He is a member of The Graduate School of Bank- 
ing faculty. 


MISCELLANEOUS BOOKS 


35,000 Days in Texas: A History of the Dallas News and 
Its Forebears. By Sam Acheson. (Macmillan, New York, 
$2.50.) Bankers planning to attend the American Bankers 
Association convention in Houston next November may well 
find this book interesting. Mr. Acheson’s chronicle, in cover- 
ing the life story of a famous journal founded in 1842, 
reports much Texas history, the source being largely the 
News files. The author is on the paper’s editorial staff. 


Cost of Government in the United States, 1935-1937. (Na- 
tional Industrial Conference Board, Inc., New York, $3.50.) 
In his foreword to this study Dr. Virgil Jordan, president of 
the board, says: “The sharp decline in business during 1937 
and 1938 suggests that only if other factors are conducive toa 
period of prosperity can we expect a level of activity reached 
in part through government-induced credit expansion to be 
sustained for any considerable period.” The volume itself 
deals with the financial problems of all government in this 
country, providing information on tax collections, expendi- 
tures, public debt, Social Security finances, and comparing 


the situation here with that in the United Kingdom, France 
and Germany. 


Purchasing Power. By Ralph West Robey. (Prentice-Hall, 
New York, $2.50.) Dr. Robey subtitles his book an intro- 
duction to qualitative credit control based on the theories of 
Stephen A. Colwell who, in case you’ve forgotten, was a 
prominent writer on banking subjects about the middle of 
the last century. The present author summarizes Colwell’s 
theories and conclusions, and then carries the analysis into 
a discussion of credit and economic stability, credit and 
purchasing power, the bases of fiat purchasing power, and 
credit regulation and management. 


Banks Under Roosevelt. By J. F. T. O'Connor. (Callaghan 
and Company, Chicago, $2.50.) The former Comptroller of 
the Currency presents a summary of “the activities of the 
Federal Government in dealing with the rehabilitation and 
reconstruction of the banking system.” The appendix con- 
tains the text of documents relating to the Government’s 
connection with the crisis. ‘The benefits derived from the 
last depression,” says Mr. O’Connor, “are to be found in 
the far-reaching remedial banking legislation so well known 
to all, by virtue of which our banking institutions are operat- 
ing on a sounder basis than ever before.” 


The Bankruptcy Law of 1938. By Jacob I. Weinstein. 
(National Association of Credit Men, New York, $5.) 
Here, in 497 pages including index, is a comparative analysis 
of the Chandler Act, which constitutes the first complete 
revision of the Federal bankruptcy law to be made by Con- 
gress in 40 years. Mr. Weinstein thinks the Act is “neither 
too radical nor too conservative” and that it will afford 
effective remedies and equitable relief. Explanatory com- 
ments accompany the text. 


World Finance, 1937-1938. By Paul Einzig. (Macmillan, 
New York, $3.) While financial history continues unsettled, 
Mr. Einzig proposes to publish a yearly volume in his series 
which prior to the present book covered world finance since 
1914 in one volume, and events of 1935-1937 in another. 
Now he takes account of the gold scare, the franc, armament 
finance, war finance, the trade setback, the gold rush and 
dollar scare, among major financial factors. 


OTHER PUBLICATIONS 


Thomas R. Wilson, of the Finance Division, Bureau of 
Foreign and Domestic Commerce, has prepared Foreign 
Bondholders Protective Organizations, a pamphlet describ- 
ing briefly some of these groups in Great Britain, France, 
Belgium, The Netherlands, Germany, Switzerland, Italy, 
and the United States. A few special international commit- 
tees are also covered. . . . Ara Weaver Brubaker of Lan- 
caster, Pa., publishes Reducing Estate Shrinkage Thru Ade- 
quate Planning, a booklet (50 cents) analyzing an actual 
estate. . . . The committee on trends, United States Build- 
ing and Loan League, Chicago, prints Part I of its research 
report under the title Mortgage Lending Policies. ($1.) . . . 


BANKING 


“Look over your transit clerk's 
shoulder. You'll find that most of the 
leading banks and business firms use 
LaMonte Safety Paper.” x That was 
the statement recently made by a 
check salesman in convincing a 
prominent banker that the checks and 
drafts of his institution would gain 


added safety and prestige value if he 


* .you see, most checks are 
on La Monte Safety Paper” 


specified LaMonte. x The selection of 
the best paper for every purpose is 
one of the many ways in which 
a competent Printer or Lithographer 
can be of real assistance in creating 
checks and other forms worthy of 
your institution. He is a good man 
to know. You can depend upon his 
judgment and ability. 


La Monte Safety Papers are today specified by leading business institutions from coast to coast, 
including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 
Nutley .... New Jersey 
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METHODS and IDEAS 


Compiled by John J. McCann, Jr., 
Advertising Manager of the National 
Savings Bank, Albany, New York 


Stubless Checks 


EW approach to a broader class 
market for checking service is 
suggested by the “no-stub” de- 

sign, copyrighted by William G. Morton, 
assistant treasurer, Onondaga County 
Savings Bank, Syracuse, New York. 
It is now being tested for the first time 
in the local field by the Merchants 
National Bank and Trust Company. 
The checkbook in loose-leaf style con- 
tains ruled pages, one side of which 
provides an income and deposit record 
with headings for dividends, interest, 
tax-free interest, sundry, salary, com- 
missions and payroll deductions; sub- 
heads for social security, contributions, 
insurance, savings and miscellaneous. 
Other side provides a check register and 
expense control with columns for date, 
number, to whom drawn, amount, 
amount of deposit, balance and the pur- 
pose for which it was drawn—such as 
personal, food, clothing and other 
classifications. 


Advantages of this styling are chiefly 
convenience. The depositor has a one- 
page record of his transactions and 
expenditures. He sees at a glance where 
his income was derived—when and 
where it was spent. The arrangement is 
a complement to personal or household 
budgeting. Physically the book is at- 
tractive—probably more so than the 
conventional type after a little use. The 
bulking of accumulated stubs which 
sometimes require a backhand scrawl 
to get at is eliminated. Mercer D. 
Helms, assistant vice-president of the 
Merchants National has this to say: 
“The no-stub checkbook is meeting 
with widespread approval from the 
large class of small depositors who here- 
tofore have been given little attention. 
Our experience to date has been grati- 
fying and we believe it will promote 
general good-will for our bank”’. 


Tax Manual 


THE Fime.ity Trust Company of 
Pittsburgh issues a 1938 edition of its 
185-page manual—Taxation Affecting 
Life Insurance, Life Insurance Trusts 
and Annuities. The object of this book- 
let is to provide estate owners and life 
underwriters with the essentials of 


WHO SAID TODAY’S HOUSE 
ISN’T A BARGAIN? LOOK! 


The advertise- 
ment at the left 
is an interesting 
example of co- 
operation be- 
tween banks, 
building mate- 
rialconcernsand 
other firms in- 
terested in 
housing con- 
struction. It is 
one of a series 
that appeared in 
the Oshkosh, 
Wisconsin, 
Northwestern 


AS A MATTER OF FACT 
THE HOUSE YOU BUILD OR BUY IN 1938—WITH 25% TO 
40% MORE REAL VALUE-actually costs much less than the 1926 house 


new, lower priced, more Yew wil be borer bu. pam hewse wil be safer. innuation and 


materials thet were unknown tn 


taxation under the Revenue Act of 1938 
and other governing statutes, as it 
affects their interests. A further object 
is to disclose the generally overlooked 
fact that the important part of the tax 
law is not the rates of tax, but the 
measure of tax. 

The first two chapters of the booklet 
consider the importance of taxation 
and explain various types of life insur- 
ance trusts. Next four deal with taxation 
under Federal income, gift and estate 
taxes, the state inheritance and estate 
taxes. Chapters VII through X are 
devoted to general information on taxa- 
tion of gifts and estates, given in the 
form of explanations, outlines and 
charts. The back of the book contains a 
cross-reference index and several blanks 
for notes. 


Tailoring Trust Powers 


THE NorRTHERN Trust Company of 
Chicago recently distributed a revised 
edition of its helpful attorney handbook 
—Powers of Trustee. This 20-page 
booklet was first published several years 
ago to meet frequent calls from the legal 
profession for trust powers to insert in 
wills and agreements appointing the 
bank as trustee. Sixteen powers and 
other provisions are cataloged for quick 
reference. Text, composed in approved 
legal form, may be lifted verbatim and 
inserted where desired. 


Employee Sales Contest 


A SALES CONTEST, simple and eco- 
nomical to operate, and one that can 
be continued indefinitely as a new 
business builder, is reported by the 
First Security Trust Company of Salt 
Lake City, Utah. The objectives of the 
plan, successfully demonstrated by the 
bank, were to develop new business for 
a newly installed department, make 
employees “new business conscious” 
and give them a better understanding 
of services offered by the bank. Awards 
were: monthly—$10 to the employee 
scoring the most points for new business 
obtained through his tips or assistance; 
$5 consolation for runner-up; for a 
six-month period—$25, $15 and $10 
for the three leaders. Scoring was based 
on one point for each piece of new busi- 
ness secured as the result of customer 
relations in any other department ex- 
cept that in which the individual was 
employed; two points for new business 
developed outside the bank. This latter 

(CONTINUED ON PAGE 58) 
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Gilbert Controls Safety Paper Quality 
from raw material to finished product 


Gilbert maintains complete control of 
every safety factor in its Safety Papers, 
because all manufacturing processes are 
in Gilbert's hands under one roof! 


Wherever you go in the Gilbert mill, you 
find men testing ... analyzing... unceas- 
ing in their daily research work. New 
formulas are constantly being developed 
and checked...new methods tried. All 
with the purpose of improving Gilbert ser- 
vice to the world of banking and finance. 


For greatest possible protection on your 
checks, vouchers, or other documents 


where safety is important, utilize the distinc- 
tive features of Gilbert Safety Papers. They 
represent the dignity, stability, and endur- 
ing functions of your institution. 


GILBERT PAPER COMPANY 
Established in 1887 = Menasha, Wisconsin 


GILBERT Quality Papers 


FOR OVER 50 YEARS A FAMOUS NAME FOR FINE RAG-CONTENT PAPERS 
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restriction gave all an equal chance. No 
credits were allowed for savings ac- 
counts under $5, the sale of cashier’s 
or traveler’s checks or renewal business 
of any kind. An employee was eligible 
to win not more than one first and one 
second monthly prize in any three- 
month period, but all points were in- 
cluded in the tabulation for the six- 
month grand prizes. 

Credits were reported daily to the new 
business department, which in turn 
issued frequent bulletins on the standing 
of contestants and notes on how they 


were securing new business. The contest 
fulfilled its objectives all around. 


Reprints 

A LITTLE FOLDER, entitled Trust Com- 
pany Services, distributed by the Water- 
loo Trust and Savings Company of 
Kitchener, Ontario, Canada, encourages 
a few remarks on an idea of long stand- 


ing. This booklet was developed from. 


reprints of five articles on trust company 
services published originally in The 
Monetary Times, Canada’s widely read 
financial paper. Each article, forming a 
two-page chapter, discusses in everyday 
terms important factors of estate analy- 


Insured Borrowers 


Are “Safe’’ 


You grant a commercial loan, or withhold it, according 
to the apparent state of your customer’s receivables at the 


time you examine them. 


But, unless the customer’s open accounts are fully cov- 


ered by Credit Insurance, you have to take their present 


and potential value “‘on faith,’’ because any debtor may 


default for any amount at any time. 


Manufacturers and Jobbers who safeguard their re- 
ceivables with Credit Insurance show sound business 
sense, and it is sound banking to accommodate them. 


The question: “‘Do you carry Credit Insurance?” should 
be included in the financial statement blank of every bank 
which makes commercial loans. 


American Credit Indemnity Co. 


OF NEW YORK J. F. McFADDEN, President 


Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


A New Book for Bankers Who 


Make Commercial Loans. . . 


Analyses of commercial loans from the 
banker’s standpoint, facts, figures, and case 
histories of credit losses are features of our 
new book: ‘‘An Exposition of Credit Insur- 
ance with Relation to Commercial Banking.” 
Write for a free copy. 

Copyright 1988, American Credit Indemnity Co. of N.Y. 
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sis, the will, duties of executor, invest- 
ment and accounting, and problems of 
the private executor. 


Model Home Models 


THE NATIONAL City BANK of Cleve- 
land turned over its west lobby recently 
to a miniature better housing exhibit, 
using perfect scale models. Each model 
was priced for final construction—show- 
ing down payment and monthly pay- 
ments under different plans. An expert 
on home loans was stationed at the 
exhibit to discuss various plans and 
financing opportunities. The object be- 
ing to show the individual prospect how 
flexible and rent-like present loan plans 
are when fitted to the needs and limita- 
tions of the borrower. Literature on 
F.H.A. and other financing was dis- 
tributed among visitors. This is one of 
the many similar exhibits being staged 
in key cities throughout the country. 
It follows the trend of more effective 
selling by “demonstration’”’. 


Piscatorial Bliss 


SPEAKING OF CONTESTS, we hear of a 
novel one to tickle the heart of every 
seafaring Ike Walton. The National 
Bank of Far Rockaway offers $500 in 


| cash prizes to anglers taking the largest 


fish in various classes by September 30. 
Rules hold only boats leaving and re- 
turning to the Rockaways eligible and 
that contestants prove their claims with 
scales—not tales. With the season wide- 
open and plenty of fins reported off the 
coast, droves of enthusiasts are shoving 
off from the Rockaways with an aspiring 
eye for the top award. This is one way 
to develop community activity and 
draw the wandering vacationist to real 
sport and a good time. The angler, we 
hear, contributes a lion’s share of the 
millions spent annually on sports. 


Anniversary a la Mode 


THIS GENERATION of citizens out in 
Hamilton, Ohio, was treated to a peek 
at how their great-grandfolks did busi- 
ness with the First National Bank and 
Trust Company 75 years ag». To lend 
real atmosphere, the bank transformed 
its lobby, with appropriate decorations, 
to the period of the early 60’s and be- 
decked its 40 employees in the costumes 
of the good old days. Then the Butler 
County Historical Society and various 
manufacturers of bank equipment added 
a final touch with exhibits that retraced 
the life and times of the bank. Topping 
off this setting the bank issued an inter- 
esting and highly entertaining anniver- 
sary booklet which reprinted squibs, 

(CONTINUED ON PAGE 60) 
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Two New...Simplified.. 
Proving Plans 


Designed to meet TODAY’S REQUIREMENTS 


The new Burroughs Simplified Proof Plan reduces item costs to a new low, provides 
better item control, and levels peak periods. Here are some specific advantages— 


. New and inexperienced help can operate it satisfactorily. 


. Errors are localized to the individual deposit, eliminating considerable checking time. 


1 
2 
3. Float and uncollected funds information are provided as a by-product of proving. 
4 


. Rush items receive preferred attention, while the remaining items are handled during 
slack periods. 


5. The flexibility required to handle different types of deposits and varying types of 
sorts is provided. 


. Fewer machines are required because some of the operations are eliminated, and 
machine demands at peak periods are lessened. 


. Operator production is increased through the elimination of many time-consuming, 
non-productive steps. 


HE MODERATE-SIZED BANK 


The new Burroughs Simplified Balancing Plan was developed to establish 


a simplified routine and a faster flow of items in the moderate-sized bank 
at minimum cost. 


It works on the principle of eliminating needless operations and then 
simplifying those that remain. Items are written directly on the final records, 


which are balanced periodically during the day so that final balance is almost 
immediate. 


The Burroughs plan will make it easier to serve customers, speed the flow of 
items, and provide a faster final balance. Yet it is so simple that it can be in- 
stalled with a minimum of inconvenience and cost. 


yours. Or write us for further information. 


4 Ask the Burroughs representative to review 
u Yr ro u 2 &, with you the plan suited to a bank the size of 


Factories at Detroit and Plymouth, Michigan . ..Windsor, Canada... Nottingham, England 
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quotes and illustrations from the Hamil- 
ton Telegraph, newspaper of the day. 
Anniversaries can be made enjoyable 
with a little scouting around for mate- 
rials. Call it a stunt, if you will, but an 
anniversary needs some showmanship. 


Money Order Check 


A NEw FoRM of bank check made its 
début in southern California this past 
month. California Bank of Los Angeles 
issues a form of money order which 
retains all the features of the ordinary 


cashier’s check and in addition carries 
the name of both payee and purchaser. 
The purchaser is also given a receipt 
covering full details of the transaction. 
The check is designed especially for the 
bank customer who does not carry a 
checking account and it is expected that 
this new form will replace, to a large 
extent, the call for cashier’s checks for 
the payment of household bills, etc. 
Compared to other money orders with 
a sliding scale of fees, California Bank’s 
new form has a big inducement in that 
a flat rate of 10 cents each is charged 
regardless of the amount involved. All 
the bank’s offices in and around Los 


Hidden Enemy No. 1 
Died on the Drawing Board 


The building owner was proudly 
showing a B-O-F engineer his plans 
for air conditioning the building. The 
engineer’s eye fell on the specifications 
for sound-proofing the ducts. The 
material was highly inflammable — 
a potential torch of destruction! The 
specification was changed. A hidden 
enemy died on the drawing board! 


The B-O-F engineer has the ability to 
work with policyholders in reducing 
the possibility of fire on their proper- 
ties without suggesting changes that 
cost more than they are worth. 
B-O-F’s program of (1) regular, thor- 
ough, inspections; and (2) experi- 
enced advice and co-operation in 
planning corrective measures, com- 


bines to eliminate hazards and save 
the policyholder money. 


Eliminating hazards frequently leads 
to a lower initial rate and it is an im- 
portant factor in lowering B-O-F 
losses which in turn makes possible 
the big dividends paid to policy- 
holders (present rate up to 50% of the 
premium). In addition to these sub- 
stantial savings you secure in the 
B-O-F (1) the protection of sixteen of 
the strongest mutual fire insurance 
companies in the nation; (2) up to 
$3,000,000 of coverage in a single 
policy; (3) a “‘tailormade” fire pre- 
vention and inspection service. Write 
for the complete B-O-F story, entirely 
without obligation. 


BUILDING OWNERS FEDERATION 


OF 


MUTUAL FIRE 


INSURANCE COMPANIES 


JAMES S. KEMPER, Manager 
MUTUAL INSURANCE BUILDING « CHICAGO, U.S.A. 


BRANCH OFFICES MAINTAINED IN ALL PRINCIPAL CITIES 
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Angeles act as service depots for the new 
money order checks. 


Coin Counting 


Not LONG aAGo the Hamilton Na- 
tional Bank of Columbus, Ohio, ran an 
ad in a regional trade paper featuring 
“Coins accurately sorted and counted 
while you wait”. Now there is something 
about this ad that has flavor. This ad 
was built out of the bank’s observation 
of customers’ reaction after a coin 
counting device was installed, a service 
rarely exploited. There seems to be no 
reason why it does not hold an appeal to 
the small business man or layman. 
Anything so ingenious may tempt a 
customer in to try it or at least take a 
look. 


4-H Club Activities 


NUMEROUS WAYSareonrecord through 
which banks have been aiding the 
worthy cause of 4-H Club activities in 
various sections of the country. A recent 
gesture which seems helpful and worth- 
while happened out in Pearsall, Texas, 
this Summer. The presidents of the 
Security State Bank and Dilley State 
Bank of Pearsall arranged to send a 
number of boys to the short Summer 
course of the Agricultural and Mechan- 
ical College of Texas. Expenses were 
all prepaid by lining up Rotary and 
other organizations to help sponsor the 
project. The boys took part in judging 
contests, various events and entertain- 
ments, meanwhile getting some prac- 
tical knowledge from the course. Arriv- 
ing home after five full days of study and 
fun, each boy sent a thank-you note to 
his sponsors. Projects like these are 
worthwhile anytime. No true measure 
can be placed on the good-will stimu- 
lated. 


Old Masters at Work 


THE LiBperty NATIONAL BANK AND 
Trust Company (Louisville) has found 
an effective way of putting old masters 
to work. A set of imported reproductions 
have been mounted on 20” x 30” mats, 
on which is lettered brief, dignified copy 
featuring one bank service or another— 
and this is framed in a simple design of 
antique gold leaf and bronze. When set 
up, each poster has its biography card. 
Posters are rotated every two weeks 
among the bank’s three branches giving 
respectively a residential, commercial 
and shopping circulation. When each 
branch has used the complete set, it will 
be turned over to the Louisville Public 
Library for exhibit at its main office and 
branches. Finally it will be used for 
student class work at the University of 
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Louisville. A fine lot of favorable com- 
ment and numerous requests for copies 
of various subjects are reported. 


Novel Designs 


A LITTLE FOLDER that whets the 
curiosity has been produced by the 
National Bank of Tulsa to get across 
some facts on personal loan service. The 
folder has a series of four overlapping 
flaps which open much like the ordinary 
carton top. When folded nothing is 
visible except a bold white question 
mark. As flaps unfold words appear in 
sequence as numbered (2) Where (3) Do 
You Go (4) When You Need Money? 


trust service. The last flap, addressed 
to the bank, is perforated for a confi- 
dential inquiry blank which lists the ten 
situations and blocks for checking. Fold- 
ers of this novel type find their way in to 
many pockets and purses. 


Tellers’ Differences 


SyDNEY W. Parsons, manager, col- 
lection department of the Franklin 
County Trust Company (Greenfield, 
Massachusetts) contributes a suggestion 
on keeping accurate records of tellers’ 
differences. Mr. Parsons reports that 
his plan was born of the fact that very 


little information is available on this 
subject. 

He uses two ordinary account ledger 
cards—one ruled for a daily record of 
differences and the other for a monthly 
résumé. On the first card, columns 
provide for business day dates of the 
particular month; one column each for 
tellers; and a total column for overs and 
shorts which is footed at the end of the 
month for credits and debits. At the 
bottom of the card is space for comput- 
ing “OK” and “Out” averages and 
percentage; total short or over; recov- 
eries and claims. The reverse side is 
used for additional claims, recoveries 


As the last flap is turned down thee 


the suggestion, National Bank of Tulsa, 
and a list of seven sound reasons why. 
Type on the inside is the reverse of flap 
printing, being magenta on white. 


* * * 


ANOTHER FOLDER that commands in- 
terest comes from the Union Bank & 
Trust Company of Los Angeles. The 
cover of this piece asks the question: 
“Are you one of these 10 Men?— 
Which of these ten pictures do you fit?” 
The top of the folder is die cut to ac- 
commodate a white silhouette head 
which extends above the margin. The 
folder is accordion style and when 
extended you have the impression of a 
string of paper dolls—only in this case 
just the heads. Under each head, num- 
bered from 1 to 10, is a pertinent 
situation which suggests the need of 


MORTGAGE BANKER 


S. M. Waters, president of 

M. R. Waters & Sons, Inc., 

Minneapolis, has been nomi- 

nated to the presidency of the 

Mortgage Bankers Association 
of America 


Investment Bonds 


Our Bond Department buys for its 
own account and recommends 
for investment State, County and 


Municipal bonds. 


It also maintains an active market in 
all issues of United States securities. 


The experience of seventy-five years 
and immediate contact with princi- 
pal cities makes this bond service 
particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and quotation sheets will 
be mailed on request. 


Telephone FRAnklin 6800 


Teletype CGO - 


- 987 


The First National 
Bank of Chicago 
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Wonder what a 


depositor thinks as 
he draws a check? 


ANOTHER CHECKBOOK. SAME OLD 
THING, | SUPPOSE. SEEMS TO ME A 
BANK THAT CALLS ITSELF UP-TO- 
DATE WOULD PRINT ITS CHECKS ON 

DECENT PAPER. 


LOT EASIER TO 
WRITE ON. PEN DOESN'T CATCH. 
INK DOESN'T BLUR. WONDER 


CERTAINLY A 


WHAT KIND OF PAPER THIS 1S? 


T’s the safety surface that tells the 
story. Protection? Of course. 
Hammermill Safety shows immediate- 
ly chemical or mechanical alteration. 
Easy to write on? Certainly. Sturdy? 
Hammermill Safety stands abuse in 
handling, folds without splitting. Look 
at the surface mark! HAMMERMILL 
Safety. There’s the extra value only 
Hammermill can give you—the pres- 


RMME R MiLy 


SAFETY 


HELLO! WHAT'S THIS? THEY'VE 
SWITCHED! NOW THERE'S A 
GOOD-LOOKING CHECK. NEAT 
DESIGN, TOO. 


HAMMERMILL SAFETY, EH? NOW 
YOU'RE TALKING! | OUGHT TO 
KNOW THAT NAME. USED HAMMER- 
MILL PAPERS IN OUR 
OFFICE FOR YEARS 
NONE BETTER. SAY 
. THIS IS A PRETTY 
GOOD BANK TO DO 

BUSINESS WITH! 


tige of the best known name in paper. 
It’s a name your depositors know and 
respect. A name that wins respect for 
your judgment when they see it on 
your checks . . . Hammermill Safety 
gives you more, but costs no more. 
Promptly available in colors, sizes, 
backgrounds for every check require- 
ment. Send for Portfolio of Specimen 
Checks in bank and commercial styles. 


Hammermill Paper Company 
Erie, Pa. 


Please send me the Hammermill 
Safety Portfolio of Specimen Checks. 


Name. 


(Please attach to your business 
letterhead) 


or remarks pertaining to any of the 
charges or credits. 

Mr. Parsons also suggests that a 
column be designated “ miscellaneous” 
for entering any average or shortage 
that should not be charged to an indi- 
vidual teller. This would make the card 
agree with the total over and short in 
the general ledger. The second monthly 
résumé card provides a month column; 
one column for each teller, divided 
into three subcolumns—“OK and out 
times”, “percent OK”’, “Amount over 
and short”, These same divisions are 
carried to a grand total column at the 
end of the card. At the bottom is space 
for the yearly average. 

While this explanation seems in- 
volved, the operation of the plan is very 
simple. It takes only a minute or two to 
fill in the daily reports and as the records 
accumulate from month to yearly aver- 
age it is possible to give a definite rating 
for each teller. 


Women’s Department 


THIS NEW department, created un- 
officially last December on a “trial” 
basis, is now a full-fledged service of the 
Morris Plan Company of Oakland, 
California. The department grew out of 
suggestions invited through the com- 
pany’s customer research efforts during 
the past two years. 

The research was conducted with 
questionnaires concerning services and 
facilities mailed to all new customers 
during the first year of contact. To date 
more than 2,000 have been returned 
with a large number of individual signa- 
tures, although this is not required. The 
bank keeps a running inventory of all 
suggestions by frequent analysis of 
returns. 

The first suggestion for a women’s de- 
partment was made about a year ago. 
By December 1937 the bank had 15 or 
20 similar notes. By January women 
customers were gradually directed to 


|the president’s secretary, who is expe- 
rienced in loans, to test reactions. Within 


the first five months of 1938 more than 
100 women indicated their desire for a 


| special department. And so in June the 


official announcement appeared in a 
news ad. Then followed a series of pub- 
licity stories with pictures. A small an- 


'nouncement was also carried in the 


bank’s house magazine. 

Reaction to this first burst of publicity 
is reported highly favorable with a good 
portion of new business. Says Owen C. 
Carr, president: “It is a little too early 
for us to arrive at a decision as to 
whether or not we will promote the 
department intensively. We are inclined 
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Not even a tornado can do as much damage to 
a bank as can a single dishonest officer or em- 
ployee. For at most, a tornado can only desiroy 
the physical property of a bank, whereas the undis- 
closed thefts of a trusted employee may com- 
pletely drain away iis very life-blood. Today, as 
during the past 48 years, the best preventive of 
such involuntary dissolution is an adequate F &D 
Bankers Blanket Bond. 


FIDELITY, SURETY AND BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND. BALTIMORE 
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to believe it wiser to refrain from inten- 
sive promotion until it has absolutely 
demonstrated that it supplies a definite 
need.” To satisfy our own doubt, if any, 
we have checked with a few other insti- 
tutions and find that their women’s 
department is very much a going con- 
cern. The Morris Plan customer research 
built the department and now it is 
simply up to the ladies to make the most 
of it. 


Brokerage Quizzing 
FENNER & BEANE does an interesting 
piece of educational work with its cur- 


rent pamphlet—Questions and Answers, 
or How Much Do You Know About the 
Brokerage Business? Says the front 
cover: “Here’s your chance to find out 
in an interesting and informative way.” 
The folder contains 20 questions on 
market facts, terms and recent condi- 
tions. Five answers are listed for each 
question—only one of which is correct. 
The idea is to check the correct answer 
(without peeking at the rear cover where 
they appear upside down). Five points 
are allowed for each correct answer— 
above 50 is a passing mark. The test 
isn’t “stiff”, but it is surprising how 
tricky one’s memory can be. 


Unknown Quantity 


LIKE the algebraic X, the resistive strength of every person in a position 
of trust is an unknown quantity. No mortal can predict when his fellow 
will succumb to “irresistible temptation.” 


Against the dire financial consequences of such moral breakdown, and 
against burglary, robbery, and allied misfortunes, Standard Accident 
of Detroit bonds and policies offer security. 


This 54-year-old Company’s history of reliability has won it the good- 
will of financial institutions everywhere. 


Any one of 9000 local representatives throughout America can provide 
you with Standard’s sound protection. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies...Since 1884 


Case for Management 


IN A VERY BRILLIANT and enterprising 
booklet titled, Your Wealth—Factors for 
its Survival, the Fiduciary Trust Com- 
pany of New York cites a case for 
management. The booklet attempts to 
give some comfort and reassurance in 
today’s problems—and those of tomor- 
row—by retracing the road which in- 
vested wealth has had to travel this past 
40 years and reviewing some of the 
forces which have affected it since the 
turn of the century. It concludes that 
the apparent paradox of continuing 
material progress in the face of great 
difficulties is really not a paradox at all. 
High taxes, devaluation of currency, 
obsolescence and invention, wars and 
other factors are always recurring. What 
varies is simply their form, sequence and 
impact. The study of past experiences, 
as marshalled in the booklet, clearly 
indicate that attention to these factors 
through prudent, alert and continuous 
management is the most important 
contribution which individuals can make 
in conserving invested wealth. 


Cracking the Car Market 


How To OVERCOME the financial chan- 
nels into which auto dealers divert their 
instalment sales—and how to invade it 
“selectfully”—have been worked out 
by the Metropolitan Bank of Lima, 
Ohio, on an insurance agent-solicitor 
arrangement. Sales resistance to a bank 
loan was overcome by establishing a 
realized rate slightly lower than the pub- 
lished manual rate of instalment houses, 
but sufficient to cover all costs and 
return a nice profit on volume. The bank 
limits financing of used cars to models 
not more than four years old and to a 
12-month period, confining the upper 
loan limit to values set by a conservative 
national appraisal service. New car loan 
repayments are limited to 16 months 
with down payment of at least 25 per 
cent. 

With these standards settled, a bank 
representative appeared before the asso- 
ciation of local insurance agents to 
explain what bank cooperation meant 
to them in premiums. It seems that the 
major finance companies require in- 
surance on cars to be written under a 
master policy maintained by them, the 
buyer of the car having no opportunity 
to patronize his local insurance agent, 
regardless of his desire. The bank, 
therefore, offered to accept the agents 
insurance on any car it financed where 
the buyer nominated his agency. With a 
new field of business opened, agents set 
to work recommending bank financing 
to all clients figuring on car deals. 
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A Capital Reservoir 


UTUAL savings bank deposits in 

the United States totaled $10,- 
167,241,377 on June 30 and the number 
of depositors was 15,129,874, both rec- 
ord figures, said an announcement by 
the National Association of Mutual 
Savings Banks. The gain in deposits 
during the first half of 1938 was $40,- 
860,225. 

Assets also advanced $26,582,316 toa 
new peak of $11,527,206,620. The sur- 
plus account of mutual institutions 
declined $5,293,308 to $1,313,924,241, 
while the ratio of surplus to deposits de- 
clined one-tenth of a point to 12.9 cents 
for each dollar on deposit, “one of the 
highest ratios of surplus,”’ said the as- 
sociation, “accumulated by any group 
of financial institutions holding any- 
thing like the same sum of capital.” 

The average account declined by 
$22.63 in the first half-year to a level of 
$672. The average interest rate paid 
per bank in the 17 states ranged be- 
tween 2 and 2% per cent. 


ASSURANCE OF SAFETY 


“THIS backlog of savings is one of our 
best assurances of safety and progress 
in the future,” said Henry R. Kinsey, 
president of the association and of the 
Williamsburgh Savings Bank, Brook- 
lyn. “It shows emphatically that the 
average man and woman still strive to 
provide for their own financial inde- 
pendence. There could be no better 
cause for confidence than to see this 
great accumulation of small capital 
steadily maintained in the midst of try- 
ing conditions.” 

The figures on depositors and de- 
posits included school savings, Christ- 
mas club, and other special purpose ac- 
counts, as well as regular savings 
accounts. 

Here is a list of the 25 largest mutuals, 
with deposits, as of July 1: 

1 Bowery Savings Bank, New 
$507 ,329,049 
2 Emigrant Industrial Savings 
Bank, New York 
3 Philadelphia Saving Fund So- 
ciety, Philadelphia 
4 Williamsburgh Savings Bank, 


430,645,557 
342,987,788 


219,424,714 
5 Bank for Savings, New York. 209,172,346 
6 Dime Savings Bank, Brook- 


lyn 191,200,329 


190,362,987 
8 Dry Dock Savings Institu- 
tion, New York 189,710,203 

9 East River Savings Bank, 
165,422,427 
10 Greenwich Savings 
New York 150,692,870 
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11 Seamen’s Bank for Savings, 
New York............... $140,310,547 
12 Union Dime Savings Bank, 
135,625,776 
13 Boston Five Cents Savings 
Bank, Boston 
14 Provident Institution for Sav- 
ings, Boston 
15 Lincoln Savings Bank, Brook- 


127,919,707 
122,990,662 
112,022,888 
111,825,066 


101,568,691 


18 Buffalo Savings Bank, Buffalo. $99,701,467 

19 Western Saving Fund So- 
ciety, Philadelphia 

20 Howard Savings Institution, 
Ne 

21 Savings Bank of Baltimore 

22 Harlem Savings Bank, New 


95,155,433 


95,026,386 
94,105,624 


92,141,161 
88,519,184 
86,028,601 


25 Franklin Savings Bank, New 


facilities and cooperation 
of all departments 


are available 


to correspondent banks 


CONTINENTAL ILLINOIS 
NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 
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Before the Teller 
Cashes a 
Doubtful Check... 


_ Show it to the 
Bookkeeper 


Gy fat 


LAMSON TUBES 


Let your bookkeeper actually see every check 
questioned by the teller. Your teller is not a 
memory wizard. He can’t remember details 
of every account. When he whisks the check 
| by Lamson Tube straight to the bookkeeper, 
the bank is given double protection. Lamson 
Tubes permit the bookkeeper to check the 
date, amount and signature, with the actual 
check in his hands. This double-check pre- 
vents mistakes before the money is paid out. 
Lamson Tubes are also time-savers in certi- 
fying checks, writing up passbooks, obtain- 
ing customers’ balances and carrying inter- 
department memos. 


| WRITE for the free booklet Wings of Busi- 
ness, and learn how Lamson Tubes can cut 
down errors, speed up the interflow of paper 
traflic and save money for your bank. 


USE 
Lamson Tubes 
hetween Tellers 
and 
Bookkeepers for— 


1. Positive protec- 
tion on doubt- 
ful checks: 


2. Certification of 
checks. 


3. Securing cus- 
tomers’ bal- 
ances. 


A. Notifying book- 
keepers of spec- 
ial deposits, etc. 


THE LAMSON CO., INC., Syracuse, N. Y. 


Send me a Free copy of your Pneumatic Tube book, “Wings of Busi- 
ness, 


How Bankers 


Help Farmers 


of banker-farmer projects 
in many sections are the examples of 
Wisconsin activities for 1937-38, as 
reported by bankers in that state to the 
Agricultural Commission of the Amer- 
ican Bankers Association. 

One bank awarded nine silver cups 
to champions in 4-H Club projects — 
colt, calf, pig, sheep or poultry raising, 
sewing, home furnishing, foods and 
nutrition, and gardens. The institution 
also sponsored a 40-piece band, equipped 
with green and white uniforms ata cost 
of $1,080. The players showed their 
appreciation by winning the state 
championship. 

An assistant cashier, who is a good 
judge of livestock, accompanied 20 
students on a trip to see a herd of prize 
cattle at the Wisconsin State Hospital. 

Farmer customers of one bank were 
its guests at the international livestock 
show at Chicago. 

A bank assisted in obtaining an agri- 
cultural department, with full-time 
teachers, for the local high school. 

Another institution made a movie of 
scenes showing local farmers, prize 
cattle, and a farm auction. Each year 
the same bank distributes a farm ac- 
count calendar which is wisely used. 

Through the extension of credit, a 
bank made possible the organization 
of a cooperative association for the im- 
provement of dairy herds. 

One bank officer assisted in conduct- 
ing a plowing and milking contest 
sponsored by the Future Farmers of 
America; he also furnished half a dozen 
programs for the county school parent- 
teacher association meetings. 

Another institution serves as the 


| local shipping association, the secretary 


and treasurer of which is the bank 


cashier. 


Talks on farm topics are given to 
school groups in connection with the 
public relations program of one bank. 

A bank that sponsored the seeding 
of lowlands to reed canary grass also 
encouraged conservation of farm wood- 
lots by proper fencing from pasture 
land. 

On the advice of the county agent, 
one bank financed the purchase of 20 
purebred bulls by farmers in the vi- 
cinity. 

The: banks of Green Lake County, 
Wisconsin, conducted a tour of four 
farms. 
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A TOWER OF STRENGTH 
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“Premium Refund” Personal Loans 


four years of exploration in 
personal loans, The Marquette Na- 
tional Bank of Minneapolis has started 
a new service, “The Premium Refund 
Plan”, for unsecured income advances. 
The bank explains that borrowers who 
enjoy the benefit of a lending service 
must pay losses, whatever they are, as 
well as the interest on the borrowed 
money and the service rendered by the 
bank. Otherwise the service could not 
be provided. 

To meet this condition the bank has 
collected small risk premiums from all 
users of unsecured income advances. 
These premiums, based on estimates of 
probable losses, have been allotted to a 


special fund. From that fund the bank 
has paid for the borrower’s life insur- 
ance to the extent of his indebtedness, 
thereby relieving his family or estate 
of the obligation in the event of death. 
The rest of the premium fund has re- 
mained available to absorb losses as 
they arise. 

All this is being done in an ex- 
perimental sort of way with the hope 
of establishing a satisfactory risk pre- 
mium rate. But, because of the unpre- 
dictable changes in opportunity for 
employment, it appears impossible to 
estimate losses for any given year. 
The bank therefore is confronted with 
this problem: the only way to be sure 


gives added value to 


this correspondent service 


A friendly desire to be helpful is characteristic of the 

felationship of The Northern Trust Company with its 
correspondents. This institution is always ready to sha 
e benefits of the banking experience it has acquire 

through nearly half a century. Sources of banking 

masiness information are gladly made available. And d: 
ions of mutual problems with visiting banker-o 
tomers are welcomed. . 


E NORTHEEF 
UST COMPAL 


SOUTH LA SALLE STREET, CHICA 
Federal Deposit Insurance 


risk premiums will adequately cover all 
losses is to collect more than enough, 
and to collect more than enough and 
keep it is unfair to borrowers. 

By way of solution, the folder ex- 
plains that life insurance companies 
solve the problem by collecting from 
holders of their policies premiums that 
are more than enough, at the end of 
the year paying back, as dividends, 
that part of the premium not actually 
required. Such is the principle of the 
premium refund plan. 


RISK PREMIUM 


THE bank requires a risk premium 
which is safely more than enough, 
and will refund, pro rata to borrowers, 
all that is not required to pay life insur- 
ance premiums and to absorb losses. 

On the last day of June 1939, for 
instance, the July 1938 borrowers will 
have but one monthly payment left to 
make. 

At that time the bank will deter- 
mine the total amount of risk premiums 
and loss recoveries that have been 
collected during the preceding 12 
months. 

From this sum it will subtract the 
total losses and life insurance pre- 
miums. The balance will represent the 
loss savings for the period and refunds 
will be credited to the accounts of July 
1938 borrowers on that basis. 

To illustrate: suppose that premiums 
collected during the year amounted to 
$25,000 and that the loss savings is 
$10,000 or 40 per cent of the total pre- 
miums collected. Forty per cent of the 
risk premiums paid by the July 1938 
borrowers, whose last payment would 
fall in July 1939, would therefore be 
credited to their accounts and would 
reduce their final payment by that 
amount. 


LOSS UNDERWRITING 


THE gross risk premium for standard 
risks is 5 per cent. On this basis the 
operation of the plan means that the 
borrower underwrites his pro rata share 
of the net losses that will be absorbed 
during the year plus insurance premi- 
ums paid, but only to the limited extent 
of 5 per cent of the borrower’s loan. 

To be eligible for an income advance, 
the applicant must have a satisfactory 
record and an adequate and dependable 
income, and must not be unduly bur- 
dened with debt. 

Maximum loans under the plan are 
set at $500. 
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As Salesmen 


See Banks 


f bee are some things which can 
be learned from the experience of 
salesmen who sell exclusively to banks. 
Averaging eight calls daily, five days a 
week, year in and year out, such a 
salesman is probably better qualified 
than any one else to discuss banking 
public relations from the layman’s point 
of view and by comparison. So adept 
does a good salesman become in judging 
banks that, after a look into the lobbies 
of the banks of a given city, he can tell 
with unerring accuracy and without 
asking a question of anyone, which are 
the most alive and progressive—which 
are the most likely to be winning and 
holding the confidence and good will of 
the public. 

Not always is he influenced by a 
modern building, for quite frequently 
an old one with antiquated heavy 
mahogany fixtures is the home of a 
prosperous institution. Much depends 
upon the community a bank serves, of 
course, but in many cases and partic- 
ularly in the smaller towns it is defi- 
nitely sound policy for a bank to retain 
the internal “atmosphere” to which its 
patrons have become accustomed so 
long as business is not handicapped by 
so doing, and the facilities and services 
offered are modern and adequate. 


LITTLE THINGS 


THERE are several seemingly inconse- 
quential things which may never be 
mentioned by patrons but which help 
create impressions often detrimental to 
the bank —swinging doors thatareheavy 
and hard to open (notice whether your 
women patrons have difficulty in this 
direction; if so, it is a definite liability 
to your institution); dirty windows and 
floors; grimy walls; out-door or in-door 
clock stopped or giving incorrect time; 
out-of-date notices in the lobby; bad 
pens, inky penholders and much used 
blotters; dog-eared circulars on cus- 
tomers’ desks; or slovenly lobby guards. 
All these are trifling things in a way, but 
they are the “feel” of a bank and in- 
directly influence the public’s opinion 
of the institution. 

Little things that irritate a caller and 
create a bad impression are a hard, 
stony stare from an officer, with no sign 
of recognition, welcome or friendliness; 
callers being allowed to wander around 
the lobby before they obtain any atten- 
tion; callers being kept endlessly waiting 
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Foreign Banking Cooperation 


For United States Banks 


HROUGH its extensive system of branches 
fi Canada and twenty-nine other countries 
The Royal Bank is prepared to extend valuable 
assistance to American banks with interna- 
tional banking requirements. All branches 
are under the direction of competent resident 
managers, who know intimately local trade 
and business conditions in their respective 
territories. Enquiries are invited and a com- 
plete list of branches will be sent on request. 


625 Branches in CANADA and NEWFOUNDLAND — 73 Branches 
in ARGENTINA — BRITISH GUIANA — BRAZIL — BRITISH HONDURAS 


Head Office, Montreal, Canada 
New York Agency, 68 William St. 


PERU — COLOMBIA — CUBA — BRITISH & FRENCH WEST INDIES 
PUERTO RICO — DOMINICAN REPUBLIC — HAITI — PANAMA 
URUGUAY — VENEZUELA .. . . also in LONDON AND PARIS 


The ROYAL BANK 


OF CANADA 


THIS BUSINESS 
OF LOANING MONEY 


on Postage Stamps as Collateral is discussed frankly in 
a soe jet printed. SEND FOR YOUR FREE 
COPY and you will fo discover a 
new field loans 
MINT SHEET BROKERAGE CO. 


422 Caxton Bidg. Cleveland, Ohio 


while an officer is dictating to a secre- 


tary or is obviously gossiping with 
someone; an officer peeking out of his 
office to see who is calling; callers 
sitting waiting at an officer’s desk 
while the latter engages in a long tele- 
phone conversation or answers a series 
of calls; interrupted interviews (have a 
secretary handle all but very important 
telephone calls until the close of a 
personal interview). 

Much might be said about the often 
cool and indifferent reception many 
bankers accord salesmen who, when all 
is said and done, must have something 
of real value to offer or they could not 
long remain in business. A salesman who 
is continually calling on banks in vari- 
ous sections of the country accumulates 
a wealth of valuable information on 
many subjects pertaining to banking. 
This he is usually willing to pass along 
to a friendly banker who might thereby 
learn much to his advantage. 

A. PATTERSON FIRTH 


WHITE HOUSE 


IN WASHINGTON, D.C. 


Consistent with the atmos- 
phere of a distinctive location, 
the luxurious comfort, digni- 
fied service, and superior cui- 
sine of the Hay-Adams House 
blend into an environment that 
parallels the tastes of discrimi- 
nating travellers. Hay-Adams 
rates make any other choice 
@ poor economy. 
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For Simpler Security Laws 


IMPLIFICATION of the laws on 

the issuance and sale of securities is 

the aim of a program initiated by the 

Investment Bankers Association of 

America which has appointed a com- 

mittee to study the entire fabric of this 
legislation. 

“The undertaking, which William O. 
Douglas, chairman of the Securities and 
Exchange Commission, has indicated 
is agreeable to the Commission, is aimed 
at eliminating the bottle-necks in the 
channels through which capital flows to 
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Banks and Trust 
Companies 
are Invited 


To Investigate the Advantages 
Afforded by the Sale of 


Tourist Lire 


at a special discount on the of- 
ficial rate of exchange ($4.75 for 
100 Lire). The sale of these Lire 
constitutes a service sure to be 
appreciated by depositors be- 
cause of the substantial saving 
it offers to all travelers visiting 
Italy or its possessions. In ad- 
dition, it provides a welcome 
source of increased revenue for 
the bank. 
You can obtain Tourist Letters 
of Credit and Travel Checks is- 
sued in Lire (to meet your day- 
to-day requirements if desired) 
at the main or branch offices of 
Banca Commerciale Italiana 

Credito Italiano 

Banco di Napoli 

Banco di Roma 
or the nearest district office of 
American Express Company 


ITALIAN TOURIST 
INFORMATION OFFICE 


New York: 
Palazzo d'Italia, 626 Fifth Avenue 
Chicago: 333 No. Michigan Avenue 
San Francisco: 604 Montgomery Street 


ITALIAN NATIONAL 
INSTITUTE OF EXCHANGE 


60 Wall Tower, New York 


the expansion of industry and the em- 
ployment of labor,” said the associa- 
tion’s publication Investment Banking in 
announcing that the committee had 
been appointed by the president, Fran- 
cis E. Frothingham, of Coffin & Burr, 
Inc., Boston. ; 

“‘ Nothing is further from our thoughts 
than any changes that would weaken 
the reasonable and sound corrective 
purposes of the law,” Mr. Frothingham 
stated. “These purposes must be up- 
held. We feel, however, that the efforts 
we are making to get the capital mar- 

| kets under way are being defeated by 
| superfluous complexities of the laws and 
| regulations.” 

Citing “considerations that make 
efforts to remove technical obstacles of 
vital concern to everyone, not merely 
investment bankers or business men,” 
|the announcement quoted President 
Roosevelt’s statement to the special 
| session of Congress last year, that “Ob- 
| viously an immediate task is to try to 
increase the use of private capital to 
create employment.” 
| The association should take the initi- 
| ative toward inducing a resumption of 
| the flow of new capital, it was added, 
because the investment bankers are 
“the middle men” of capital. 

The committee intends to go beyond 
people in the securities business in its 
investigation of needed modifications 
in the laws and regulations. It will re- 


quest suggestions from industries and 


businesses dependent upon the capital 
markets for funds, in order to learn 
where they may have encountered diffi- 
culties because of cumbersome pro- 
cedure or inequitable applications of 
the regulations. 

“Tn this way,” the announcement 
said, “‘the committee will bring to a 
common point all of the suggestions for 
modifications that seem desirable, co- 
ordinating the scattered efforts that 
have already been made in these direc- 
tions. Then it will ask the Securities 
and Exchange Commission for a full 
hearing and to give such time as might 
be necessary for a presentation of the 
case.” 

The announcement pointed out that 
the normal annual flow of billions of 
dollars into construction and expansion 
of business enterprise shrank to a trickle 
during the last eight years. “In the 12 
years to 1930 strictly new financing for 
corporations averaged three and three- 
quarters billions annually. The total 
new corporate financing for the last 
eight years is less than the volume done 
in single years in the past.” 

Revision of the securities regulations 
is not expected of itself to restore normal 
demand and supply, the association as- 
serted. “It is, however, one phase of the 
nation’s most profound problem and 
consequently a promising field of inves- 
tigation. It is a particular part of the 
problem on which investment bankers 
can work effectively.” 


Personal Loan 


Insurance 


Increase your Personal Loan volume through 
our Personal Loan Life Insurance which 
operates without cost to the bank — and 
pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


Che Credit Life Insurance Co. 


HOME OFFICE 


D. W. HOLLENBECK, 
Vice-President 


Springfield, Ohio 
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A “sound” investment that pays dividends 
THE QUIET 


THAT Acoustone BRINGS! 


There’s nothing indefinite— nothing intangible— about 
the benefit of guéet in banking offices. Quiet offices allow 
work to proceedmoreefficiently.Quiet offices mean fewer 
mistakes. No wonder so many hard-headed business 
men have found ACOUSTONE* a paying investment! 

Acoustone is the USG mineral fiber acoustical tile 
with a travertine-like texture and appealing, soft colors 
—the most beautiful of acoustical materials. Acoustone 
has high light reflection, reduces lighting cost. It is in- 


United States Gypsum Company 


300 WEST ADAMS ST. CHICAGO, ILLINOIS 


PLASTERS . . ROCKLATH* . METAL LATH 
SHEETROCK‘ .. FIBER WALLBOARD..SHEATH- 
ING..INSULATING BOARD.. INSULATING WOOL 
ACOUSTICAL MATERIALS . . PAINT PRODUCTS 
STEEL PRODUCTS . . ROOFING PRODUCTS 

. SIDING PRODUCTS . . LIME PRODUCTS. 


* Registered 4rade-marks 
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combustible. Its maintenance costs practically nothing, 
for it needs only occasional vacuum cleaning to keep its 
freshness. In addition, it is quickly and easily applied 
—can be painted without damage to its noise-absorbing 
ability. 

Complete facts about Acoustone are yours for the ask- 
ing—mail the coupon! 


The United States Gypsum Company offers a full 
range of materials for sound control, including 
ACOUSTONE, Sabinite Acoustical Plaster, Perfa- 
tone, Quietone and the USG System of Sound 
Insulation. USG acoustical engineers are at your 
service for special consultation. 


United States Gypsum Co., 300 W. Adams St., Chicago, Il, 
Please send me information on acoustical treatments. 
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“A LOCAL HABITATION AND A NAME” 


Here’s the News She Wants To Read! 


Amanda Stewart, waiting at the front gate for the fam- 
ily’s Localnews Daily, is typical of millions of other 
readers. The news she wants to read is local news! 

That’s always been true of everybody. It always will 
be. It is fundamental. 

And it’s the local names of course that make the local 
news. So the more local names a paper prints, the more 
devotedly will it be read. 

That is why Localnews Dailies feature local names 
on almost every page and in column after column. 

The result is a thorough and continual reader inter- 
est unmatched by any other medium. 


“The more names, the more news” 


LOCALNEWS) 


CIRCULATION OVER 20,000,000 DAILY 


Copyrighted by The Julius Mathews Special Agency. Newspaper Representatives serving 
national Advertisers through recognized advertising agencies. 


NOT HOW LARGE BUT HOW SAPS 


Soundness and Stability First 


HAS BEEN OUR AIM 


FOR OVER 100 YEARS 


BERKSHIRE MUTUAL FIRE INSURANCE COMPANY 
PITTSFIELD, MASSACHUSETTS 
Established 1835 A New England Agency Company 


Intermediate 


Credit Peak 


Washington, D.C. 
HE Intermediate Credit Banks of 
the country have passed the quarter 
billion dollar mark in outstanding credit. 
On last June 30 their discounts and di- 
rect loans amounted to $250,900,951. 
Significance of the returns lies not only 
in the fact that the amount of loans now 
held exceeds all previous records, but 
also it is in the particular lines of credit, 
which at one time were almost exclu- 
sively the province of the country banks. 
There has been a steady increase in dis- 
counts for and loans to the various units 
of the Farm Credit System, while there 
has been a similar steady decrease in 
credit furnished through privately cap- 
italized institutions. Commercial banks 
have practically disappeared as redis- 
counting participants in this line of 
credit. 
The trend of business of the banks 
during the past three fiscal years is indi- 
cated in the following table: 


OUTSTANDING CREDIT 
INTERMEDIATE CREDIT BANKS 


Fiscal year, 1936 


Class of Institution Per Cent 
Production Credit Asso- 

ciations $139,249,969 
Privately capitalized in- 

stitutions 53,231,320 
Banks for Cooperatives. 4,905,348 
Cooperative Associations 247,187 


$197,633,824 
Fiscal year, 1937 

Class of Institution Per Cent 
Production Credit Asso- 

ciations $159,445,914 (74.9) 
Privately capitalized in- 

stitutions (22.2) 
Banks for Cooperatives. 5,531,243 ( 2.6) 
Cooperative Associations 634,926 ( 0.3) 


$211,090,123 
Fiscal year, 1938 

Class of Institution Per Cent 
Production Credit Asso- 

ciations $180,180,679 (71.81) 
Privately capitalized in- 

stitutions 42,894,181 (17.10) 
Banks for Cooperatives. 27,807,113 (11.08) 
Cooperative Associations 18,978 ( 0.01) 


$250,900,951 


The Regional Agricultural Credit 
corporations, financed by the R.F.C., 
are included in the privately capitalized 
institutions. Since these agencies have 
been in slow liquidation as their busi- 
ness has been transferred to the Produc- 
tion Credit corporations and associa- 
tions, the decrease in the business of the 
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privately capitalized concerns is more 


apparent than real. Making due allow- | 
ance for this fact, however, it is still ap- | 
parent that the bulk of this intermediate | 


credit business is going more and more 


to the Farm Credit Administration | 
agencies, particularly the Production | 


Credit associations. 


SHORT TERM CREDIT 


THE outstanding feature of the | 
entire farm credit situation at the | 
present time is the development of | 
short term financing by these asso- | 


ciations at a time when all other 
forms of farm credit show decreases. 


One reason for this trend is low interest | 


rates made possible by the sale of I.C.B. 
consolidated debentures on the basis of 
an interest rate of 114 per cent. Loans 
to Banks for Cooperatives reflect credit 
for the Production Credit associations. 
Normally the business of the produc- 
tion credit concerns increases during 


the first three months of the year, then 
remains more or less steady and later 
decreases with rapid repayment during 
the last five months of the year. This 
year, however, there was an increase of 
approximately $23,000,000 during the 
second quarter. 

A trifle over half of the current credit 
of the Intermediate Credit Banks is for 
the carrying of livestock, two-thirds of 
the approximately $100,000,000 so placed 
being on cattle and the rest on sheep. 
Approximately 20 per cent of the loans 
cover fruit, vegetable and other crops 
and a trifle more than 20 per cent cover 
general farming purposes, and loans for 
these general purposes tend to increase. 


I.C.B. RECORD 


THE Intermediate Credit Banks com- 
pleted 15 years of business in March. As 
a group the banks are fairly prosperous. 
Strengthened by the addition of $40,- 
000,000 of Government money four 


years ago—$10,000,000 in additional | 


capital and $30,000,000 in paid-in sur- 


plus—they have been able to pay their | 


way and store up something against 
contingencies. 

In 1937 the banks paid the Federal 
Government $741,275 as a franchise 
tax, created a reserve of $1,100,000 
for contingencies, and credited $3,- 
075,409 to earned surplus account. 
As of March 31, 1938, their reserves for 


contingencies and undivided profits 
amounted to $13,628,179. 

The stake of the Federal Government | 
in them amounts to $100,000,000. As | 
of June 30 the banks had consolidated | 
debentures outstanding in the amount 
of $218,050,000, all bearing interest at | 


14 per cent. | 
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What \N O brass barids? 


We’re delighted, of course, that the 1938 World’s Cham- 
pion Typist won his title on an L C Smith! But (as Li 
Hung Chang said about the horse race) it was already 
known that some people can type faster than others. 


Using the same L C Smith 
typewriter (without speed adjust- 
ments) which he uses every day 
in his H.O.L.C. job in Chicago, 
Mr. Norman Saksvig won the 


Professional Event, June 21-22 
(and the 1938 World’s Speed 
Championship) with a total of 
41,453 strokes . 


over 11% strokes per second 
for one solid hour! 


We congratulate Mr. Saksvig ... but we continue to 
maintain that such exceptional typing ability can make 
speed records on amy good typewriter (note that in the 
past five years world championships have now been won 
on three different makes). We’re especially glad this title 
was won on our regular stock machine. Because speed 
saves money for you, Mr. Businessman, when.. . and 
only when. . . it’s used in your office, on your work—and 
when you can count on it year in and year out. And the 
L C Smith, with its easy ball bearing action and floating 
shift, has won contests of ‘iat sort for many years, and 


against all comers! 


LCSMITH 


L C SMITH & CORONA TYPEWRITERS INC 
Desk 9 175 Almond Street 


LOVEAT 
FIRST SIGHT 


Syracuse, N. Y. 
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A Coordinated Force 
for New Trust Business 


p Coordinated Programs 
for the development of new trust business 
contact five important groups . . . your own 
organization; directors, officers and staff of 
your institution; attorneys; life underwriters; 
trust prospects. Each is a proven source of 
new business, or a “center of influence” from 
which new business may be directed to your 
institution. 


The Purse plan organizes these contacts; di- 
rects the entire effort along lines suited to 
your particular situation; and times each unit 
of contact so that, without effort or detail 
work on your part, the entire Program moves 
along smoothly toward a definite goal. 


Would you like to see what others are doing 
with this type of Program? Would you like 
evidence that it builds cumulative results, 
produces both present and future business? 
Sign your name and address on the margin 
of this page and mail it to us. You will 
promptly receive facts, without obligation. 


THE PURSE COMPANY 


CHATTANOOGA, TENNESSEE 


Small Homes Are 
Most Popular 


a home costing between $4,000 and $6,000 is the fav- 
orite in the current building recovery, according to a sur- 
vey of home building activity in 69 large and small cities 
by Northwestern National Life Insurance Company. Small 
homes are selling readily in most cities, while houses at 
$8,000 and up are hard to dispose of. City populations are 
moving into suburban and unincorporated areas, the sur- 
vey shows, while apartment construction languishes. 

Of the 69 cities covered in the survey, 27 report increases 
in current residential building activity over last year, rang- 
ing from modest to vigorous in intensity. Another 14 cities 
report activity approximately equal to that of last year, 
while 28 report residential building below the pace of a year 


ago. Some of these latter find that current volume of in- 
| quiries and projected activity are definitely on the increase. 


The best comparative showings are being made in the south- 
ern and western sections, while eastern cities generally 
are making poorer comparisons with last year’s residential 
building activity. 

Meanwhile, building costs are climbing steadily and are 
already above 1937 average levels in most localities. In 10 
out of 20 major cities, residential building costs for July 
were above the peak prices of 1937, at which last year’s im- 
pending boom flattened and died, the report shows. The ten 
cities are: New York, Philadelphia, Baltimore, Birmingham, 
Atlanta, Chicago, St. Louis, New Orleans, Kansas City, and 
Dallas. In five cities—Minneapolis, Kansas City, Denver, 
Seattle and San Francisco—residential building costs are 
above 1926-29 boom-time levels, and in Pittsburgh they 
are approximately at the 1926-29 level. 


THE MATTER OF COSTS 


THOUGH many of the realtors, mortgage bankers and title 
company executives cooperating in the insurance company’s 
survey feel that present high costs threaten the continuance 
of the current home building recovery, others believe that 
builders and the buying public are getting “acclimated” 
to a higher cost level, and feel that a sound business advance 
with its greater security of jobs will be the deciding factor. 
Some point out that a boost of 10 per cent in the price of a 
$5,000 house only means an increase of $50 in the down pay- 
ment required on a 90 per cent financing basis, or of $100 on 
an 80 per cent basis, and that many people do not look be- 
yond this fact. 

Philadelphia reports a recent acceleration in the building 
of lower priced homes, with nearly all present sales activity 
centered in this class of houses. Washington, D. C., residen- 
tial building is running much below last year’s level, par- 
ticularly in the apartment field. 

In Richmond after two years of active residential con- 
struction, operations are currently running ahead of 1937. 
Winston-Salem enjoyed the largest building volume in the 
first six months of any similar period in the past ten years. 
Atlanta and Jackson both show some gains in current ac- 
tivity. Memphis home building is up from last year, particu- 
larly in the lower priced field. In New Orleans, home build- 
ing volume is greater than last year and accelerated in July. 
Miami, Fla., reports residential construction below last 
year, particularly in the apartment field, but large-scale 
activity in low-priced homes is getting underway. 
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“I looked back of 
my Hartford 
policy.... 


t 

.. and I found 

Residence... 

| good news 

Insured = ‘‘For your own protection you 
e. 7 aah might like to do something I just 
- atte did: I found out what’s back of my 
ly fire insurance policy. (Do you know 
al who or what is back of yours?) 

- ‘*With a Hartford policy there is 
10 no possibility of assessment. First 
ly cost is last cost. 

Company backing this pol- 
" icy has come through many severe 
rd tests in 128 years, but even con- 
er, flagrations didn’t strain its financial 
ire strength. 

ey 

: “It has a reputation for prompt 

and fair settlement of claims.” 
tle The Hartford Fire Insurance 
i Company and its affiliate, the Hart- 
vn ford Accident and Indemnity Com- 
d” pany, are licensed to do business 
ce in every State and in Canada and 
or. Hawaii. For name of nearby Hart- 
fe ford agent call Western Union — 
wi _ eee in Canada call Canadian National 
be- Tt is important that the written, alike Telegraphs. 

nity 
len- 
937. 

the 
ars. 
‘icu- a 
|Hartford Fire Insurance Company 
‘uly. 
ws ~—and the Hartford Accident and Indemnity Company write practically every form of insurance except life 


HARTFORD, CONNECTICUT 
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CENTRAL HANOVER BANK AND TRUST COMPANY 


NEW YORK 


Statement of Condition at Close of Business 
June 30, 1938 
ASSETS 
Cash and Due from Banks $591,724,267. 
U. S. Government Securities . . . . 150,906,315. 
State and Municipal Securities . . . . . 15,499,358. 
Real Estate Mortgages. . . « 7,206,983. 
Stock in Federal Reserve Bank . . . 2,430,000. 


Incidentally— 


— H. MURRELL, of Shreveport, 
is president of two commercial 
banks, which actually compete actively 
with one another for business. . . . It 
was the father of Clarence Malone, 
president of the Guardian Trust Com- 
pany, who gave the late Melvin A. 
Traylor, head of the First National 
Bank of Chicago, his first job in the 
banking business. It was at Malone, 
Texas. . . . John C. Persons, president 
of the First National Bank of Birming- 
ham, holds the rank of a general in the 
reserve corps. He was awarded a D.S.C, 
for bravery in action during the World 
War. . . . Dr. Ruth Alexander, who is 
becoming nationally known as a public 
speaker on economic subjects, is the 
wife of Raymond Redheffer, president 
of the Merchandise National Bank of 


Loans and Bills Purchased 168,417,921. 


Chicago. She has been principal speaker 


at the annual banquet of the New York 
chapter of the American Institute of 
ee oe 7135531. Banking and has appeared on the Town 
Customers’ Liability Account of Acceptances. 3,087,982. Hall of the Air. . . . Gale Page, star 
Total $981,186,128.91 of the radio and now in Hollywood, is 
the daughter of Mr. and Mrs. L. E. 
Rutter, of Spokane. Mr. Rutter for 
many years was president of the Spo- 
kane & Eastern Trust Company. ... 
One of the nation’s five largest banks 
recently put on a 50-cent service charge 
on savings accounts. The charge is made 
semi-annually. It brought an increase 
of $750,000 in revenue to the bank and 
was well received by the public. . . . 
When Ed F. Swinney, chairman of the 
First National Bank of Kansas City, 
was 76 years old, he celebrated his 
birthday by shooting a 76 on the golf 
links. . . . An enthusiastic devotee of 
the ring is Robert V. Fleming, president 
of the Riggs National Bank of Washing- 
ton. Hehasrarely missed a championship 
bout. . . . Among the many accomplish- 
ments of Clyde Taylor, executive 
vice-president of the First National 
Bank of Pittsburgh, is that of an ama- 
teur magician. He knows a bag full of 
mystifying tricks. . . . Challan Parker, 
vice-president of the Guaranty Trust 
Company of New York, provided Yale 
with a captain of its football team. 
Another son played on the Princeton 
eleven. ... Rated among the top- 
notch story tellers in American banking 
are: Haynes McFadden, secretary of the 
Georgia Bankers Association; William 
F. Augustine, vice-president of the 
National Shawmut Bank of Boston; 
Frank Totton, second vice-president of 
the Chase National Bank of New York; 
and William Fawcett, vice-president of 


BANKING 


Interest Accrued 


LIABILITIES 


Capital . . . « « « $21,000,000.00 
Undivided Profits 11,027,489.56 $92,027,489. 
Reserve for Taxes, 
Interest Accrued, etc. 
Dividend Payable 
Acceptances . 35427,144. 
879,094,423. 
Total $981,186,128.91 


5,587,070. 


Deposits 


There are pledged to secure public monies and to qualify for fiduciary powers 


U. S. Government Securities . . . . . $3,628,792.10 


Member Federal Deposit Insurance Corporation 


GOOD Stationery CREATES 


GOOD WILL 


THE LNSTITUTE-OF 
Bank STATIONERS 


120 WALL STREET, NEW YORK 
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the First National Bank of Pittsburgh. 
_.. Herman Wells, president of the 
University of Indiana, was formerly one 
of the bank commissioners of Indiana. 
_.. Banks have frequently drawn 
upon the legal fraternity for presidents. 
One of the newer bank presidents, who 
was a practicing attorney, is John S. 
Coleman, president of the Birmingham 
Trust & Banking Company. . . . One 
of the larger banks which remained open 
for business all during the banking holi- 
day was the First National Bank of 
Baltimore. It even received deposits 
during the dark days of moratorium but 
kept all of the money in cash in a special 
reserve. 

E. Y. Chapin, chairman of the board, 
American Trust and Banking Company, 
Chattanooga, wrote the words to In 
Penitence. The music was written by 
Edwin LeMare who also melodied 
Moonlight and Roses. . . . George Luh- 
man, president, First Wisconsin Trust 
Company, Milwaukee, is an expert 
figure skater. 


GARRY LEVAN’S MOTHER 


MRS. G. B. LEVAN, president, Union 
Savings Bank and Trust Co., Steuben- 
ville, and former member of the Na- 
tional Republican Committee from 
Ohio, is the mother of Garry LeVan, 
Princeton’s recent all-American half- 
back. . . . One of the best half milers 
ever turned out at Amherst was Merrill 
Anderson, president, Merrill Anderson 
Co., financial advertising agency. . . . 
A crack second baseman at the same 
college was Robert Munroe, trust offi- 
cer, Colonial Trust Co., Pittsburgh. 
.. » Robert J. Izant, vice-president, 
Central National Bank, Cleveland, 
served during the World War on the 
staff of General Zimmerman. . . . Pres- 
ton Reed, secretary, Financial Adver- 
tisers Association, and Don Laing, as- 
sistant secretary, the Northern Trust 
Company, Chicago, are members of the 
glee club of the Chicago Chamber of 
Commerce. . . . Harold D. (Muddy) 
Ruel, trust officer, Mutual National 
Bank, St. Louis, was the battery mate 
of Walter Johnson on the Washington 
Senators. 

A. M. Scully, vice-president, Union 
Trust Co., Pittsburgh, is a former presi- 
dent of the Allegheny County Bar As- 
sociation. .. . There should be no 
question as to the ability of the Frenzel 
brothers to pull together. J. P. Frenzel 
is president of the Merchants National 
Bank and vice-president of the Indiana 
Trust Company in Indianapolis. He was 


stroke of the Cornell crew in 1903. His 


brother Otto Frenzel is president of the 


Indiana Trust Company and vice-presi- 
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dent of the Merchants National. In 
1921 he also stroked the “Big Red” 
crew. . . . President of one bank while 
guard at another is one chapter in the 
unique career of William R. McShane, 
who until his recent death was president 
of the Carrick Bank in Pittsburgh. Fol- 
lowing a quarter of a century’s service 
on the police force he served as guard 
at the First National Bank of that city 
for the succeeding 20 years. While serv- 
ing in this capacity he was also a direc- 
tor and vice-president of the Carrick 
Bank and subsequently its president. 
. R. L. Campbell, vice-president, 
Union National Bank, Kansas City, 


was varsity catcher on the Kansas Uni- 
versity baseball team in 1912. He also 
sang in the glee club. . . . A. Key Fos- 
ter, assistant trust officer, Birmingham 
Trust & Savings Bank, was in the Secret 
Service during the war. . . . Park Og- 
den, trust officer, National Exchange 
Bank & Trust Co., Steubenville, Ohio, 
is the son-in-law of Senator Vic Dona- 
hey of Ohio. . . . Samuel C. Waugh, 
executive vice-president, the First Trust 
Company of Lincoln, Nebraska, coached 
the 1916 University of Nebraska bas- 
ketball team. The team won sixteen con- 
secutive victories. 
ALBERT JOURNEAY 


What they think 


of Old Republic’s cost-free Protection 


on Personal Loans 


and Installment Contracts 


«, . , not only a valuable form of insurance but a good will builder. 
The plan is practically self-operating.” 


“Your prompt settlements have been much appreciated both by us 
and by the other parties involved.” 


«“,,. and we have received very appreciative letters from the cus- 
tomer’s family and the endorser. Three new borrowers came to us as 
a direct result...” 


“, , , just as simple as selling travel-insurance with railroad tickets, 
and the results are thoroughly worthwhile.” 


«“. .. our loss would have been small, if any, but your prompt check 
not only covered us but made us a real friend of the family.” 


“We let the borrowers sell themselves. We never urge them to buy, 
only explain what the plan does.” 


«The cost to the borrower is so low and the possible benefits so great, 
they seldom even hesitate.” 


“Jt is a very sensible form of protection and letters indicate it is much 
appreciated.” 


Old Republic specializes in underwriting credit life insurance 
exclusively. It has pioneered in adapting this type of protection to 
the needs of commercial banks with personal loan departments. Its 
simple, practical plan, which costs the banks nothing to install and 
operate, is in successful use by hundreds of banks, personal loan 
companies, and finance companies all over the country. 


Full particulars will be gladly sent to any bank upon request. 


Old Republic 


Credit Life Insurance Company 
309 West Jackson Boulevard . (Aicago 
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A Million Advertising Dollars 


HE executive committee of the “Tt is conservative to say,” the state- plants and the installation of new 
Financial Advertisers Association ment declared, “that more than a machinery.” 
took occasion at its recent Asheville, million dollars has been spent already The committee’s statement, however, 
N. C., meeting to refute the assertion of this year by banks in newspaper adver- pointed out the need for safety and 
R.F.C. Chairman Jesse Jones that tising alone to promote loan business. soundness in all loans, both for the pro- 
“bankers are sitting on the sidelinesand Not only through the regular commer- tection of the borrower and the deposi- 
are not making loans’’. cial loan channels are bankers supplying _ tor. 

The committee, pointing out the nu- the legitimate credit needs of business, “Tt never helps anyone to make an 
merous ways in which banks are helping but they are cooperating with the unsound loan,” the bankers said, “and 
business overcome the recession, stated . Federal Housing Administration to pro- the most constructive assistance bank- 
that banks are not only anxious tomake mote construction, they are installing ers can render business is to maintain a 
loans but are advertising loan facilities personal loan departments,andinmany sound and efficient banking system. 
and actively soliciting loan accounts. cases making loans for construction of Nothing must be done to undermine the 
basic strength of our banking structure. 
At the same time we recognize that by 

° . working with business men and tryin 
He CUN ute as the compounding of a to aaa their problems there ‘ 
much that we can do to assist in the 


prescription...... FULTON 
CORRESPONDENT 
SERVICE 


William H. Neal, president of the 
association, and vice-president of the 
Wachovia Bank and Trust Company of 
Winston-Salem, “is identical with the 
interest of the community which it 
serves. The success or failure of the 
individual is reflected on the ledger 
sheets of the bank. To be successful as a 
bank we must do everything possible to 
make the community prosperous. Mak- 
ing sound loans for useful purposes is 
always a vital part of such a program.” 


Banks, said the committee, are co- 

FU L N, Al lON ING operating with various Government 

nN agencies in a further extension of loans. 

. Also, they are working with trade and 

agricultural associations in stimulating 

public buying, and they are opening up 

consumer buying through the medium 
of personal loan departments. 


9% of the Income... 


Comprising only 2% of the country’s 
area, New England has nearly 7% of its 


population and 9% of its income. Buy- Answer to puzzle on page 9 
ing and selling billions of dollars’ worth 
of products each year, New England busi- 
ness needs complete banking facilities 


such as are provided by this institution. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET « BOSTON 


MEMBER FEDERAL DEPOSIT 


INSURANCE CORPORATION 
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BAN KING 


(ontents 


Tue CONDITION OF BusINESS 
Words and Music 

Editing a Staff Journal 

Just a Minute 

A Bank Director’s Duty nee 
How Banks Avoid Saying No . 
Meet the Monopoly Committee 
A Tax Saving Bond Ledger 

A School for Soil Protection 
Banking’s Best Foot Forward . 
It’s a Smaller World 

The Legal Answer Page 

The Month (Pictures) . 
Houston, November 14-17 (Pictures). 
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FIDELITY 
INCOME PLAN 


Now in tts 


Its public service extends beyond 


the building of incomes 


OE important economic value of 
the Fidelity Income Plan is the 
habit of budgeting it fosters. 


The man or woman who must make 
a regular monthly payment toward the 
completion of a Fidelity Income Plan 
contract usually becomes more careful 
about casual expenditures. 

This frequently helps in putting a 
person on a sounder financial footing 
in every other way. 


Established over 27 years... 


The Fidelity Income Plan is not a 
substitute for life insurance or a bank 
account. The Fidelity contract has a 
definite maturity date and operates on 
an actuarial basis. 

Men of recognized standing in the 
financial world manage Fidelity’s affairs 
and invest its funds. A credit file is 
available to any interested financial in- 
stitution. 


Assets over $37,000,000.00 


FIDELITY INVESTMENT ASSOCIATION 
Wheeling, West Virginia 


FIDEL ASSOCIATION OF NEW YORK, INCORPORATED 


JoHNn MarsHatt . Washington, D. C. 
Chairman of the Board 

Associate, Covington, Burling, Rublee, Acheson & Shorb 

Former Assistant Attorney General of the United States. 

Howarp E. Reep . . . Pittsburgh, Pa. 


Vice-President 


Carmi A. THompson.Cleveland, Ohio 
President 


Director, Ohio State Life Insurance Co. 
Chairman of Board, International-Stacey Corp. 
Chairman of Board, Midland Steamship Co, 
Former Treasurer of the United States. 
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12 Years Ahead 


Back in 1925, the George S. May organization began its 
engineering history by developing scientific applications 
for Management to use on Wages and Hours in Industry. 


Out of over 2200 jobs handled since that time, 1800 have 
involved Wages and Hours along with other problems. 


This wealth of experience makes the George S. May 
Company the logical choice to handle your problem 
under the new Federal Fair Labor Standards Act of 1938. 


Address our nearest office for information on how we 
would assist your company in conforming to the Wages 
and Hours Bill. 


Re 


CHICAGO ATLANTA NEW Y 
2600 North Shore Ave 7 econ 134 Pe htree St 122 East 42na 
eorge S. May. Ltd 320 Bay St 
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Credit and the Banks 


Convince the Country 


CueEsTeER C. Davis, Member, Board of Governors, Federal 
Reserve System, before the MINNESOTA BANKERS ASSOCIA- 
TION. 


E are all concerned now with the statements so fre- 

quently heard, that the banks today are not fully and 
courageously meeting the credit needs of business—particu- 
larly of “small business” of which so much has been said and 
written in recent weeks. Probably the picture as many 
present it is overdrawn. But enough is being said to indicate 
that all of us — you who are on the credit firing line, we who 
are entrusted with responsibility in government or state 
supervisory and examining authorities—should re-examine 
and re-appraise our policies to make sure that the vast credit 
resources of the nation are being efficiently used to meet the 
country’s needs through the banking system. 

It seems to me that every force and influence that affects 
the banker is pushing him to extend credit where credit is 
needed, and where it can safely be granted—the control of a 
vast reservoir of lendable funds, the desire to replenish earn- 
ings, and the banker’s natural ambition to assist in the 
smooth functioning of the national economy. 

The banks must not only serve the credit needs of the 
country efficiently, but must convince the country that they 
are doing so, if they are to escape a continued limitation of 
their lending field due to increasing competition of public 
or semi-public agencies. 

It is the concern of the Federal Reserve System and, I 
believe, of the other supervising and examining agencies, to 
help the banks function freely and effectively in performing 
these services. That is the motive which led the three 
Federal agencies to study their own policies, particularly in 
bank examination, to try to find out whether there is any- 
thing in bank examination policy that unnecessarily re- 
stricts banks from making sound loans. And if you bankers, 


individually or through your associations, have ideas and 
suggestions on that subject, the people in Washington would 
be very glad to hear from you. 


Sound Bankable Loans 


STEPHEN A. GRAHAM, President, First National Bank & 
Trust Company, Port Huron, Mich., before the MicHIGAN 
BANKERS ASSOCIATION as incoming President. 


_. are better equipped to make loans than any other 
loaning agency. Their officers have the necessary ex- 
perience and the knowledge. They know sound loans and 
should be making all the sound bankable loans in their 
respective communities. If our banks, as now organized and 
operated, expect to survive, we must do the local banking 
business. We must get the people to understand that we are 
ready to serve their sound borrowing requirements intelli- 
gently and courteously, that we are ready to make all sound 
bankable loans for sound business purposes. On the other 
hand, when a loan is declined we should explain to the appli- 
cant why it is not sound bank business. 

It is sometimes urged that banks now require so much 
financial information about their customers that it interferes 
with making loans. It is true that we now require financial 
statements and more information from our borrowing cus- 
tomers, but so do all other loaning agencies. More than ever, 
people who expect to pay are now willing to submit financial 
information with their applications for loans because people 
as a whole are more bank conscious and know more about 
banking than ever before. The local banker is in a much 
better position to assist the borrower in putting his financial 
affairs in proper condition than representatives of outside 
loaning agencies. He can help his customers by showing 
them how to make proper financial statements as well as the 
proper presentation of applications for loans. 


Five Ways Out 


J. FRANKLIN EBERSOLE, Professor of Finance, Harvard 
Graduate School of Business Administration, before the 
VERMONT BANKERS ASSOCIATION. 


—- are many reasons for doubting that aggregate 
bank loan demand will soon recover its former peak vol- 
ume. Business enterprise borrowing is at a low ebb. Even the 
existing volume of demand for bank loans must be divided 
with various Government agencies which compete upon the 
basis of low rates and small security margins, both inade- 
quate considering the risks involved. It is regrettable that 
Government agencies are competing on terms that can be 
maintained only by a “taxpayer’s subsidy” sufficient to 
absorb part of the operating costs and the inevitable long- 
run losses upon such Government loans. 

What policy or policies should banks adopt today to meet 
the problem of low loan demand and inadequate interest 
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rates? Several policies are possible. Banks may decide to 
use, in whole or in part, any one or more of the following 
policies: 

1. Endeavor to discover or create new loan demand. 
Doubtless some new commercial loan demand can be de- 
veloped, but only a limited quantity should be expected with 
risks low enough to be covered by present low interest rates. 
New non-commercial loan outlets are possible in some locali- 
ties. 

2. Invest or speculate in long-term bonds. Supervisory 
authorities have regulated bank bond purchases to such an 
extent that banks may speculate only in the interest rate 
fluctuations on high-grade bonds. For success in holding high- 
grade long-term bonds at least one of the four following 
possible assumptions must be true: 

(a) That we shall experience for a decade or two low rates 
on all high-grade bonds, or 
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(b) That when and if interest rates rise they will rise very 
slowly, or 

(c) That “convention values” will be introduced into 
banking practice and that cost or “book values” will be 
recognized by examiners and courts in testing and judging 
solvency, or 

(d) That the bank will have the ability to forecast bond 
prices and to escape at or before a downward turn in the 
market prices. 

3. Impose service charges sufficiently large to cover all, or 
a large part, of the expenses of operation incurred in pro- 
viding to the public the advantages of checking accounts, 
safe deposit and other services. Similarly, many banks 
should not pay much if any interest upon deposits. 

4, Convert into some other form of financial institution. 
The two most promising types are: 

(a) The finance company, issuing debentures with spaced 
maturities, thereby eliminating the necessity of holding 
large cash reserves, or 


Vested Interests 


Marcus NaDLER, Professor of Banking and Finance, New 
York University, before the MinNnEsoTA BANKERS ASSOCIA- 
TION. 


_ is generally assumed that the present low money rate 
policy is only a passing phase and that sooner or later 
interest rates in the United States will rise. A careful analy- 
sis, however, indicates that this may not be so for quite some 
time to come. Low money rates are at present of the utmost 
importance to the Government. Confronted with the task of 
refunding billions of dollars of obligations maturing within 
a few years and of raising new money to meet the new re- 
covery program the Treasury is anxious to prevent money 
rates from going up. Since the public debt is already very 
large, it is important that the debt service should not be 
increased through higher interest rates. 

Furthermore, as more and more mortgages are insured by 
the Federal Housing Administration the indirect debt of the 
Government is also increasing, and if the Government yields 
to the demand that railroad obligations also be refunded 
with the aid of Government credit, the indirect debt will 
rise even higher. Gradually, vested interests are being cre- 
ated in low money rates. The Treasury has already refunded 
all its obligations which could be refunded. A number of 
municipalities and states have also refunded their obliga- 
tions and many corporations with high credit standing, have 
converted their obligations into securities bearing a lower 
coupon rate and in all probability this process will continue. 
Since bonds of the Government, its political subdivisions and 
of corporations with high credit ratings are bought to a large 
extent by financial institutions, a sudden upward change in 
interest rates would have an adverse effect on these institu- 
tions. This would be harmful to the Government as well 
as to the country as a whole and it is not considered by the 
money managers as desirable. 

As conditions are at the present time, a material upswing 
in interest rates is probable only under two conditions, 
namely a war involving the United States or a sharp increase 
in business activity, resulting in a material increase in the 
amount of corporate securities offered in the market as well 
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(b) The investment trust, issuing participating certifi. 
cates or shares in lieu of present deposits, thereby operating 
for a fee and shifting the effects of security market fluctua- 
tions to the customers. 

5. Hold deposits in cash or in something equivalent. To 
select such a policy would be foolhardy except for those banks 
which are sure that a substantial change will take place be- 
fore a large portion of their capital is nibbled away. 

For those banks which cannot adopt one, or some efficient 
combination of the foregoing policies, with a reasonable 
chance for survivorship, it would be much wiser to liquidate. 
It is uncommon for any business organization to retire vol- 
untarily from active operation before the proprietors have 
lost all or a substantial portion of their capital, but retire- 
ment is the only alternative to adjustment. 

In a period of dynamic change such as the present, 
it is wise to begin to make necessary adjustments at 
once. The adjustments required of banks today are not 
impossible. 


in Cheap Money 


as a sharp rise in the demand for commercial loans. Once this 
takes place, however, it stands to reason that the fiscal posi- 
tion of the Government will be in a much better shape, that 
the deficit will be converted into a surplus, and that the 
Government will be in a position to retire large amounts of 
its outstanding obligations. Furthermore, under such cir- 
cumstances a decline in prices of high grade bonds would not 
seriously affect the financial institutions, for they would have 
large earnings from loans as well as a substantial apprecia- 
tion from medium-grade bonds on which at present they 
have a substantial loss. The longer the period of low money 
rates lasts the greater the vested interests in these rates 
become. 

It is argued that the low money rate policy would come 
to an end if foreigners should withdraw in gold the billions 
of dollars which they hold here in the form of bank balances 
or highly liquid securities. However, it is unlikely that huge 
withdrawals from the United States will take place. In the 
first place foreign funds lodged in the United States come 
primarily from Great Britain, Holland and Switzerland, 
countries which have more gold at their disposal than they 
dare use. Secondly, $1,400,000,000 of gold is produced an- 
nually and must be absorbed. But even if foreigners were to 
withdraw three or four billion dollars in the form of gold this 
could have only a psychological effect on the money market. 
The Treasury could counteract this outflow of gold merely 
by utilizing the gold held in the stabilization fund which 
amounts to at least $1,800,000,000. The Board of Governors 
could lower reserve requirements, thereby releasing addi- 
tional billions of dollars of gold. In addition the President 
still has the power granted him by the Thomas Amendment 
to instruct the Secretary of the Treasury to sell directly to 
the Federal Reserve banks three billion dollars of Govern- 
ment securities. 

Obviously, therefore, the money market in the United 
States is completely under the control of the money man- 
agers and fundamentally it is in an impregnable position. 
One may conclude that money rates will remain low as long 
as it is to the interest of the money managers to keep them 
so. 
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Study a Long Term Loan 


MarsHALL R. Dices, Acting Comptroller of the 
Currency, before the MicHIGAN BANKERS AssocrA- 
TION. 


ie RECENT months the Comptroller’s office in 
Washington has received some inquiries as to its 
position on long-term working capital loans. 

There is nothing in the national banking law to 
preclude a bank from making a long-term loan if it 
wishes and there is no reason for a long-term loan 


being classified by the examiner because of the ele- 
ment of time involved in its maturity. 

Such loans can be made upon a sound basis, but 
they require careful study by the banker. The cus- 
tomary method of making a short-term loan and re- 
newing it from time to time affords the banker an 
opportunity to re-examine the loan periodically. 
This privilege will be lost to him on a long-term loan 
unless the proper safeguards are provided. 


When Everybody Flies 


Howarp Hucues, Aviator, at a dinner given by officers 
of the New York World’s Fair. 


I WANT to speak about the day when the word luck and 
everything that goes with it will have no place in any 
phase of flying, when aviation will have found its rightful 
position among the other precise scientific developments of 
the age. 

I look ahead to the day when you will lean out of a New 
York skyscraper window and see a ship, a great ship, per- 
haps not as large as the Queen Mary but larger than some 
of the ships that are plying the Atlantic today. This ship, 
however, will not be in the water at the moment I am describ- 
ing; it will be just a few feet above the surface, gliding be- 
tween two rows of buoys, marking one of the landing paths 
across New York harbor from which all other craft will be 
excluded. This may be taking place in what is known as the 
outer harbor, beyond the Narrows, since a space of about 
five miles between obstructions may be necessary. 

The pilot, in all likelihood will be effecting a landing 
through the operation of controls similar to those now being 
used, perhaps smaller and requiring less force to actuate, 
since the large control surfaces of the plane will be moved by 
hydraulic or electric power governed by the pilot’s control. 

Ahead of the pilot on the instrument board will be many 
new and unfamiliar faces. One, a large dial, will be reading 


successively four, four, three, three, two, telling the pilot 
exactly how many feet the bottom of his ship is above the 
water. Another will indicate the exact rate of descent or how 
hard he will hit the water when he touches it. A third will 
show how many feet or miles of the landing area lie behind 
the plane and how many still remain ahead. A fourth will 
show if he is to the right or left of the landing path’s center. 

With these instruments it will be easier to make good 
landings than by looking out at the surface of the water, 
probably so far beneath the level of the pilot’s cabin as to 
make judgment of distance difficult. 

Naturally, the primary purpose of these instruments will 
be to permit landings in any sort of weather. During the 
flight across, aided by improved celestial navigation and 
radio beams transmitted from surface vessels anchored along 
the route for that purpose, the course of the ship will have 
been so accurately governed that at a time announced on the 
bulletin board in the ship’s main hull, the passengers will 
have looked out the window and seen a sister ship passing in 
the opposite direction. 

If you are wondering where the luxurious ocean liners will 
be, I will tell you—there won’t be any. Surface shipping will 
be limited to heavy freight, and one of these days even that 
may go the way that is theoretically, and soon will be 
practically, proven to be not only the fastest but the safest 
and cheapest means of transportation. 


Watch for Hidden Costs 


E. V. Krick, President, California Bankers Association, 
and Vice-president and Cashier, American Trust Company, 
San Francisco, before the STANFORD BUSINESS CONFERENCE. 


ANKERS must venture more backstage in their own 

institutions to develop more searching cost figures and 

methods of cost control, especially with regard to invisible 
items of expense. 

Experience of national banks throughout the United 
States during the past 30 years has seen the percentage of 
gross income used for operations move from 45.28 in 1908 to 
68.21 in 1937. The experience of national banks in California 
reflects an even greater increase in the expense of doing 
business. While these figures are for national banks, it is not 
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to be supposed that experience of state banks reflects any 
marked difference. 

One of the major problems of banking, therefore, in adjust- 
ing itself to changing conditions, is the development, to a 
much greater degree, of cost figures and the installation of 
methods to prevent expense leaks. 

It is an easy matter for an organization, for instance, to 
fix salaries and to be able to show a complete control over 
this item of expense. It is quite another matter to determine 
whether the individuals are performing work which results 
in profit to the institution. Some progress has been made by 
many banks in this phase of the subject, but there is still 
much constructive work to be done in controlling the so- 
called concealed expenses. 
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A Banker’s Day, 1938 


ARTHUR SaRVIS, Vice-president, Citizens Commercial & 
Savings Bank, Flint, Michigan, before the Trust Division, 
MICHIGAN BANKERS ASSOCIATION. 


BANKER starts his day, ordinarily, by reading his 

morning paper. If he reads the paper from cover to 
cover, leaving out the sport page and social column, this is 
what he will find: 

Surplus Commodities Corporation will buy $10,000,000 
worth of clothing for distribution to relief clients. 

National Labor Relations Board issues decision in case of 
Blank versus Blank. 

Social Security Board will make recommendations for 
extension of insurance to additional groups. 

Federal Trade Commission issues cease and desist order. 

W.P.A. will increase spending at rapid rate. 

Agricultural Adjustment Administration will make crop 
loans on wheat and cotton and issue acreage quotas to 
farmers. 

Rural electrification commission receives appropriation of 
$100,000,000 to expand rural power lines. 

Federal Housing Authority will expand slum clearance 
work. 

Federal Communications Commission will make report 
on alleged monopoly in radio industry. 

Tennessee Valley Authority will confer with Common- 
wealth & Southern in regard to purchase of properties. 

Interstate Commerce Commission is asked to reject re- 
organization plan for New Haven Railroad. 

Civil Aviation Commission will be appointed shortly to 
supervise air transport. 

The Federal Power Commission has been given authority 
to regulate the sale and transportation of natural gas. 

Federal Mediation Board will be organized to hear labor 
disputes in merchant marine. 

Commodity Exchange Commission will limit speculative 
trading in grain futures. 

P.W.A. has large group of projects ready for release as 
soon as new appropriation bill is signed. 

The banker, perhaps slightly bewildered, lays aside the 
paper and opens his bank for the day’s business. 

His first customer desires to open an account. The banker 
greets him cordially and after instructing him in the techni- 
cal procedure of deposit and withdrawal, assures him with 
some pride that his account is insured by the Federal Deposit 
Insurance Corporation. 


Customer No. 2 comes in to discuss a mortgage and the 
banker advises him the bank will be delighted to handle the 
mortgage under the Federal Housing Administration plan. 

The next customer, having watched the decline in security 
prices, is interested in the purchase of stocks. The banker 
advises him it will be very easy to arrange a loan provided 
the purchase comes within the restrictions established by the 
Securities Exchange Commission. 

The following customer is a farmer interested in obtaining 
a long time farm mortgage. The banker regrets he is not 
handling farm mortgages but courteously suggests that the 
farmer consult the Federal Land Bank. 

The next visitor is a bond salesman. He displays some is- 
sues which have an attractive yield but the banker reminds 
him that the bank is limited in its purchases to those ratings 
established by the Comptroller of the Currency, the Federal 
Reserve Board or the state banking department. 

A young man is the next visitor. He wants to know if he 
can borrow $2,000 to finance his college education. The 
banker regrets this is out of his line but suggests the young 
man try the National Youth Administration. 

The next customer is a small business man. He wants a 
capital loan spread over five to ten years. The banker assures 
him it will be a pleasure to assist him in making application 
to the Reconstruction Finance Corporation. 

The next customer wants to paint his house and repair his 
roof. He is told this can be handled through the F.H.A. No. 1 
plan. 

The next visitor is a mortgage broker, who inquires if the 
banker is interested in the sale of his F.H.A. insured mort- 
gages through the R.F.C. to the National Mortgage Asso- 
ciation. 

The next visitor is a tenant farmer or share cropper. He 
wants to know about the possibility of a loan to set him up 
in the farming business. The banker regrets he cannot han- 
dle this type of loan but he suggests pleasantly that the ap- 
plicant present his petition to the county rural rehabilitation 
director of the Farm Security Administration. 

In presenting this pattern of Government agencies, it is not 
for the purpose of criticism nor ridicule, but only to show the 
trend and extent of Government participation in the busi- 
ness, social and economic structure. The trend may be good 
or bad, according to opinion, but whatever the conclusion as 
to the benefits or ills of increasing Government control, at 
least we should be realistic enough to recognize that it is here 
in greater measure than ever before. 


The Prevention of Loss 


James E. Baum, Deputy Manager, American Bankers 
Association, before the NortH DAkotA BANKERS ASSOCIA- 
TION. 


ROBABLY the most common and troublesome question 
asked of our Insurance Committee concerns the measur- 
ing of an adequate amount of insurance to be carried by 
banks. We all know from practical experience that the 
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amount of insurance should bear some relation to the size 
of the bank, but the amount must also be tempered by the 
degree of intelligence displayed in the management of the 
bank, that is: 

1. Is the exposure of cash kept at a minimum? 

2. Is the exposure of securities, both bank’s and cus- 
tomers’, kept down to a minimum? 

3. Is there double control over securities? 
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4, Are surplus cash and securities kept under time lock or 
safely beyond the reach of bandits, burglars and sneak 
thieves? 

5. Is a good internal audit system in effect? 

6. Do at least two employees enter into each transaction? 

7. Are other outside auditors employed at irregular in- 
tervals? 

8. Are cage doors and other entrances properly locked at 
all times? 

The more obstacles set up as barriers to dishonesty, for- 
gery, burglary and robbery, the lower the amount of insur- 
ance the bank may carry and still be reasonably insured. 

If every bank had the same degree of efficiency in man- 
agement, personnel and internal auditing procedure, and if 
protection against the outside hazards were the same, ade- 
quate insurance could be based upon the amount of deposits, 
provided the amount of insurance was sufficient to cover the 


value of cash and negotiable securities exposed to risks of 
burglary and robbery, including messenger holdup. 

As to fidelity insurance, two factors are the authority and 
responsibilities entrusted to officers and employees, including 
bookkeepers and new account and signature clerks, apart 
from the amount of cash or securities to which they have 
access. 

In a few words, the strongest protective equipment and 
procedure, plus sound management and eternal vigilance, 
will prevent loss through criminal attack from both inside 
and outside offenders. Modernized law-making to curb law- 
breaking, an aroused citizenry, and impartial enforcement of 
these laws, unbridled by political or other influences, will 
take care of the convictions. The problem of adequate insur- 
ance will then be simplified, as a continuance of low loss 
ratios will permit ample amounts of insurance to be carried 
at a minimum expense. 


A Joy Forever 


P. Catitaway, Vice-president, Guaranty Trust 
Company of New York, before the Marne BANKERS 
ASSOCIATION. 


- often happens that bank officials, busy with what is to 
them the more important end of the bank’s business, do 
not give a great deal of thought and consideration to the 
bank’s trust department or to their obligations to it. Yet 
it is with these officials that the success of the trust depart- 
ment so largely lies. 

In the first place, you, of the banking department, are 
responsible for there being a trust department in the bank at 
all. The reason any bank has a trust department today is 
either the natural evolution of its business or the fact that its 
competitor had one, or to take advantage of the opportunity 
new laws afforded to acquire trust powers. 

Having taken on these powers, you have assumed for 
your bank great legal responsibilities, which, if imprudently 
discharged, can be very costly. To avoid loss and to make a 
profit and a success of your venture, requires and demands 
much of your time and thought to the conduct and develop- 
ment of your trust department. 

To refer to, or designate, however, the fiduciary work of a 
trust institution as a business is, in part, a misnomer. 
It is a business, but it is more than a business. It still remains 
essentially a trust, with all of the duties and obligations that 
the word generally implies. 

The obligation of greatest importance to the public, and 
the one to which we chiefly owe our appointment as execu- 
tor or trustee, is that of handling the assets and investments 
of estates and trusts. 

The necessities of our obligation under modern investment 
and financial conditions require of the fiduciary, whether a 
trust institution or an individual, the constant and un- 
divided study of conditions affecting securities, not only of 
corporations, but of states and cities, and of governments, 
and never more so in our history than now. 

The executor or trustee must have within itself, or avail- 
able to it, a staff of competent analysts and statisticians mak- 
ing these studies, and gathering this information, for the in- 
formation and use of the men who make the final decision as 
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See To lt — 


_ risks and responsibilities of handling large 
sums in trust, under strict and stringent rules of 
law, are very great, and sometimes not fully appreci- 
ated. These laws grow out of the moral duty sur- 
rounding the trust relation and reflect the consensus 
of age-old opinion of what is expected from a fidu- 
ciary. Your trust department should be such that 
these responsibilities and duties are fully met and are 
discharged with credit. 

See to it that the trust department is given suffi- 
cient men and talent to do a good job. 

See to it that they have a chance and the incentive 
to do a good job. 

Discharge your own obligations to your trust de- 
partment, and see to it that the department lives up 
to its own. 

And, finally, remember that a good trust depart- 
ment is a joy forever, while a poor trust department 
is an abomination unto the law.—Mr. CALLAWAY. 


to investments, either as to retention or purchase. Unless the 
trust institution is willing, and prepared, to give such service, 
or to obtain its equivalent elsewhere, experience shows that 
it should not hold itself out to perform trust services of the 
class requiring that equipment, and should not take on such 
business, but should restrict itself to such services as it can 
perform and such business as it can handle with satisfaction 
to itself and to its public, or else stay out entirely. 

The Federal Reserve System, in its regulations governing 
trust departments of national banks, requires that an execu- 
tive officer qualified to administer trusts be placed in charge 
of the department. This seems to me to be a wise provision 
for all trust departments. It may not mean that in every 
instance there must be a full-time service, but it would seem 
that in every instance, however small the department, the 
first, the predominant duty of that officer must be to the trust 
department. If there is not sufficient business in the depart- 
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ment, or to be obtained from the community, to warrant the 
full time of a qualified man, then it is very doubtful if the 
bank should undertake trust work. It is doubtful if it can 
ever make a profit under those conditions sufficient to justify 
the risk. 

Increasing responsibilities to the public have brought a 
responsibility to ourselves that must be kept in mind, and 
that is to see that sufficient compensation is received for 
trust services to enable the institution to render, and to 
continue to render, the character of service now so necessary, 
and at the same time afford some reasonable profit for the 
capital, the time, the expense, and the heavy legal responsi- 
bilities involved. 

No trust department can reach its full measure, or attain 
its highest accomplishments, unless it has the full and whole- 
hearted support of the bank as a whole, and particularly the 
high executive officials. 

The best trust business, both personal and corporate, 
comes from the depositors and customers who do business 
with the banking departments, usually having their only 
contacts with the banking officials, and from the business 
and social affiliations of the top and leading officers of the 
institution, which business can in large part be obtained 
only if these officers cooperate with the trust department to 


Planned 


RoBert M. Hangs, President, Wachovia Bank and Trust 
Company, Winston-Salem, N. C., and Second Vice-presi- 
dent, American Bankers Association, before the VrRGINIA 
BANKERS ASSOCIATION. 


1914 only 17 per cent of all bank assets was invested in 
securities. Today the percentage is more than twice that 
figure and many banks have as much as 40 to 50 per cent of 
their earning assets invested in securities. Much of this 
change in the character of bank assets has taken place in 
recent years and has been due to the rapid decrease in de- 
mand for commercial bank loans. Almost overnight we have 
taken on a new and weighty responsibility. I wonder if at 
the same time we have acquired the necessary knowledge 
and technique with which to discharge safely and creditably 
this new responsibility? 

Experiences in this new field in recent years convince us 
that there is much yet to be learned. If we will be perfectly 
frank about it, I think we will have to admit that bond buy- 
ing in too many banks might be more accurately termed 
speculation than investment. Too frequently the motive 
underlying a banker’s purchase of bonds is the hope or ex- 
pectation of market appreciations; too often bonds are pur- 
chased purely with a desire for a high yield rather than for 
the safety of invested funds. Frequently no consideration 
is given to what may possibly happen two years or five years 
hence, the only thought being to bolster the current year’s 
profits and let future years take care of themselves. Too often 
profits from the sale of bonds in an advantageous market 
have been used to inflate profits rather than held in reserve 
or used to write down premiums on other bonds. In some 
cases such profits have been used as a basis for larger 
dividends. 

The banker who declares that he cannot operate on less 
than 3 per cent or 4 per cent yield from his bonds should 
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that end. Your trust men will do most of the work, but they 
must have you to work with them, and help them open up, 
and sometimes close the business. It is astonishing, at times, 
to see how effective a word from the head of the bank is in 
securing new and valuable trust business. 

To furnish this cooperation, the president and every officer 
of the banking department must believe in, and have just 
reason to believe in, their trust department. 

If you have a trust department that justifies this con- 
fidence and belief, and you do not cooperate and help build it 
up, then you are not discharging your full duty toward 
your institution, your stockholders, and the public. The pub- 
lic needs this service now more than ever, and needs to have 
this confidence and belief of yours infused in it; and trust 
department earnings are now more important than ever. 

If you do not have that confidence and belief in your trust 
department which will enable you whole-heartedly to help 
build up its business, then you have the wrong sort of trust 
department, and the fault lies with you. In that case, correct 
the fault as soon as possible, and make it your business to 
see that you have a trust department of which you can be 
proud. Otherwise it is better not to have a trust department, 
for you have no right to take on trust business which you are 
not certain will be properly handled. 


Investing 


seriously consider how long he may be allowed to operate if 
he holds such bonds in an adverse market. It is easier to 
correct an operating loss than to replace a capital loss! 

In planning a sound investment program for any bank, we 
must go back to the fundamental function, namely, the re- 
sponsibility we have to return depositors’ funds upon de- 
mand. Upon no other basis than this have we any right to 
place these funds in any type of security. 

With this responsibility in mind, we can establish the 
following points of procedure: 

(1) The investment program must be planned to fit the 
needs of the individual institution, taking into consideration 
sucli factors as capital structure, seasonal fluctuations in 
deposits, peak demand for loans, relationship between time 
deposits and total deposits, and the general type of business 
conducted by the bank. It is quite obvious that an invest- 
ment program planned for a bank in a reserve city would not 
suit a country bank in an agricultural community. 

(2) We should buy only the highest type of bonds repre- 
senting the best credit risks and promptly marketable even 
under adverse conditions. 

(3) Maturities should be spaced at regular intervals over 
a limited period of time. In no other way can a bank ade- 
quately protect itself against a declining market. 

(4) We must discard all desires for trading profits and 
high yields and make up our minds that we are to be content 
with whatever yields are obtainable in following the above 
principles. 

Such practices may prove tedious and troublesome at 
times, but they are nothing compared to the anguish of lying 
awake at night worrying about the solvency of our bank. 
If we are willing to set ourselves up in our respective com- 
munities as bankers, if we are willing to accept the deposits 
of a trusting public, we cannot escape the responsibilities 
that go with that position. 
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The Control of Bad Debt Expense 


Austin W. Hype, General Agent, London Guaranty & 


Accident Company, Detroit, before the MicHIGAN BANKERS 
ASSOCIATION. 


Pyne insurance is primarily what the name suggests. 
It protects manufacturers, wholesalers and those whose 
customers are engaged in mercantile pursuits, against the 
insolvency of their customers. We are and have been for 
many years successfully applying the banking collateral sys- 
tem to mercantile credit business. 

If it is right and proper (which has been proven) that 
banks should require collateral and endorsement on their 
mercantile loans, it is just as right and proper for the mer- 
chant loaning his merchandise which represents money to 
have collateral and endorsement on his book accounts. The 
bank has an advantage over the merchandiser in that as a 
rule he has personal contact with the borrower; whereas the 
merchandiser lends his product, which represents money, in 
a great many instances to customers he has never seen. 

The banker can demand a financial statement, an operat- 
ing statement, a profit and loss statement, etc., and can ask 
pertinent and impertinent questions; whereas the mer- 
chandiser in most cases is entirely dependent upon informa- 
tion he secures from other people—and opinions of others. 
His judgment, based upon his information, may be abso- 
lutely correct—but if his information is incorrect, a loss will 
probably result. 

A credit insurance policy is written for a period of one 
year and protects the insured against any form of insolvency 
that his customers may take. It goes even further and pro- 
vides that if the account is turned over to the insuring com- 
pany for collection before an agreed and specified time, the 
mere filing of the account constitutes a claim against the 
company. 

The most popular form of credit insurance gives a general 
coverage of all customers and the coverage is worked out 
according to the particular needs and requirements of each 
individual concern. The coverage on the various customers 
is based upon the ratings of one of the established mercantile 
agencies which the insured selects. 


In every credit business there occurs a certain percentage 
of loss from bad debts which in reality is not a loss but a part 
of the expense of conducting a credit business, the same as 
salesmen, taxes and other things. This loss expense is usually 
provided for by the merchant, charging into his over- 
head expense a certain percentage of sales to cover their bad 
accounts based upon past experience—and this is reflected in 
the selling price of the goods. If this is done and the bad debt 
expense does not exceed the provision made, there has really 
been no loss, for the customers who met their obligations 
paid for the loss incurred on those who failed. 

It is here that credit insurance steps in, for the policy pro- 
vides that the assured shall be reimbursed by the company 
for the covered loss in excess of an agreed amount—and this 
amount has been provided for so that he has his bad debt 
expense absolutely under his control. 

Credit insurance has undoubtedly a very definite place in 
banking, particularly today under present business condi- 
tions. Many firms are finding themselves short of working 
capital and they must have assistance to carry on. They 
naturally turn to their bankers for this help. 

When an applicant for a loan brings his statement to the 
bank and it is found that his quick working ratio is not 
sufficient to justify an open loan the banker can make ar- 
rangements for an accounts receivable loan. At this point a 
credit insurance policy could be suggested to the borrower 
in which case a credit insurance agent would make an analy- 
sis of the borrower’s customers, work out a proposition, and a 
policy could be written with a collateral benefit rider at- 
tached providing that in the event of a loss payment becom- 
ing due under the policy the payment would be made to the 
bank—and this policy would be deposited with the bank as 
security. This policy would provide for a normal loss; that is, 

the insured agrees to a certain specified percentage of loss 
on his annual sales before the credit insurance company 
becomes liable. The bank could advance money on the ac- 
counts receivable up to 80 or 90 per cent, and the retention 
by the bank of the 10 or 20 per cent, as the case may be, 
would more than take care of the normal loss provided for 
by the policy. 


Buying the Baby 


HE serio-comic bits of information contained in many personal loan applications furnish 
flashes of rare wit and humor to break the otherwise humdrum routine of an ordinary 
banking day. To mention just a few instances in our own department and some reported to 


me by friends in other banks: 


1. The customer who frequently borrows several hundred dollars at a time to buy Govern- 
ment bonds. He states that this is the only way he can accumulate them. 
2. A recent loan to settle a $10,000 law suit over a dog bite. 


3. A loan to an employee of a concern to reimburse embezzled funds. (Incidentally, the 


loan was paid by the co-maker.) 


4. A loan to the manager of the local office of a personal loan company to enable him to 


buy stock in his own company. 


5. The man who came in and said he told his wife that he had only two more payments to 
make on his personal loan note; then the baby would belong to them. (Applications fre- 


quently read, ‘for buying a baby.’’) 


6. The man who came in and said: “Since getting my personal loan I haven’t anything to 
worry about. Only have to remember to go to church on Sunday and to the First National 
Bank on Monday.’’—CHARrLEs E. BOONE, executive vice-president, First Huntington (W. Va.) 


National Bank. 
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Trends and Times 


Rest 


j hee great surgeon, the wise physician, is nearly always 
humble, never reckless. He is not given to promoting the 
dramatics of a situation. Often he is approached by a patient 
who is sure a major operation will be prescribed, and the 
patient frequently is surprised (even disappointed) to learn 
that all that is needed is rest; not just a breathing spell, but 
a genuine and prolonged rest. That marvelous mechanism 
we call the body, if permitted, will many times effect its own 
cure. 

The wise doctor cooperates with nature. Need I say 
more?—RosBert H. Myers, Vice-president, Merchants 
Trust and Savings Company, Muncie, Indiana. 


Sweden 


WEDEN,, in fashioning her recovery program, did not 
embrace such panaceas as economic nationalism, in- 
flation or curtailment of production—panaceas which his- 
tory and experience have proven to be but cruel delusions. 
The basis of Sweden’s prosperity has been international 
trade and ever-increasing national productivity. That is the 
real lesson in economics taught by the Swedish “experiment.” 
—WintHRoP W. Atpricu, Chairman, Board of Directors, 
Chase National Bank, New York. 


Solution 


TTEMPTS to help re-employment through Government 
money is only an expedient, don’t you think? I am still 
old-fashioned enough to believe that the only ultimate solu- 
tion to our present unemployment is through increased 
business.—JOHN D. ROCKEFELLER, JR. 


Easy Money 


—— easy money is supposed to be conducive to 
business recovery, too frequently its advocates overlook 
the fact that in effect easy money is essentially a direct tax 
on the banks and an indirect tax of considerable consequence 
on the individual deposits held by banks. 

This develops an anomalous situation. Banks are forced by 
necessity to confine their investments largely to Government 
bonds. In addition to the easy money policies which make 
these bonds return lower dividends, the deposit insurance 
charge further reduces the rate of return. As their portfolios 
are now largely constituted, banks are really paying an in- 
surance premium for the guarantee of Government bonds. 
And the individual depositors find that easy money policies 
definitely affect them when interest calculations are made.— 
HENRY HEIMANN, Executive Manager, National Association 
of Credit Men. 


Open Mindedness 


j renee are some who are quite convinced that the most 
powerful influence in the continuance of democracy, as 
we understand it, is the tendency to maintain the social, 
economic and legal philosophy of the Twenties without 
change. When that attitude comes from a reasoned considera- 
tion of the advantages of laissez-faire as contrasted with the 
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advantages of governmental adjustment, it is the exercise of 
the individual’s discretion. 

The motive is then above criticism. On the other hand, 
when the conclusion is reached because of the benefits 
enjoyed by those who profit most from things as they are, it 
is a threat to the maintenance of a sound democracy. 

We glory in the American tradition of free speech, free 
press and the right to worship our God according to the dic- 
tates of our own conscience. We have tried to develop our 
national life so that these unmistakable evidences of liberty 
may be maintained. 

So long as we are willing to discuss fairly and tolerantly 
proposals the modification of our laws, our processes of 
governmen:, these fundamental liberties will be maintained. 
A mind closed to change, a determination to save ourselves 
at all hazards, is a constant threat to the democratic form of 
government.—Associate Justice STANLEY REED of the 
United States Supreme Court. 


«Death Sentence” 


gems of disaster have usually spread alarm where 
great advances have been made. The characterization in 
the heat of battle of that part of Section 11 (of the Public 
Utilities Holding Act) which calls for corporate simplification 
and geographical integration as a ‘‘ death sentence” has done 
inconceivable harm. Publicity-wise it was clever; practically 
it was very damaging. 

It is through the holding company, and only through it, 
that the Act attempts to exert leverage on this problem of 
geographical integration. To put it simply: isolated and in- 
dependent operating companies remain unaffected by 
Section 11; a holding company must be confined, with few 
exceptions, to a single integrated public utility system. 

The philosophy of the Act is that while our technological 
advances have created economic principalities in many 
spheres of national activity, the size and power of these 
principalities must correspond with the economic or social 
O. Dovuctas, Chairman, Securities and 
Exchange Commission. 


Ownership 


S° long as private utility management conducts its opera- 
tions in clear recognition of the fact that it is in effect 
carrying on a public function which government would be 
compelled to perform if private enterprise were unavailable, 
the threat of public ownership will remain largely theoretical. 
—Rosert M. Cooper, Special Assistant Attorney General. 


When — 


green ask when the large expenditures for public works, 
for WPA and for agriculture will cease. This will come 
when private capital again has the courage to flow at the rate 
of at least $3,000,000,000 a year; when jobs are available for 
those who have the will and the capacity to work and when 
farmers are able to sell their stuff on a basis which will give 
them at least 85 per cent of their fair share in the national 
income. We must not repeat the 1937 error of heeding the 
advice of big business and cutting down governmental ex- 
penditures too jerkily.—Secretary of Agriculture WALLACE. 
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Breathing Easier 


OW that more than half of the year is gone, I believe 
that we all feel that the atmosphere is lighter and that 
throughout the Continent there is a relaxation of that sense 
of tension which six months ago was oppressive. To this 
lightening of the atmosphere and slackening of tension we 
believe that the policy of the British Government has made 
its contribution. 
We intend to pursue it. We believe that in the end we shall 
succeed in bringing back security and confidence to Europe. 
—NEVILLE CHAMBERLAIN, British Prime Minister. 


Ingenuity 


E must not only anticipate change, but create it our- 
selves. The American standard is the highest in the 
world today because American ingenuity and inventive 


Big Brother 


H. Lyman Greer, Vice-president, Fifth Third Union 
Trust Company, Cincinnati, before the Wrest ViRGINIA 
BANKERS ASSOCIATION. 


a old law of supply and demand in recent years has 
acquired a Big Brother. Supply and Demand has been a 
comparatively predictable boy, though not always a very 
pleasant one. If you could tell what influences were acting on 
him you could tell what he was going to do almost to a 
certainty. 

But Big Brother United States Government didn’t always 
like the results of Supply and Demand’s reactions. Big 
Brother also claimed to know what to do in every circum- 
stance and said that if he could boss Little Brother around, 
it would be much better for all of us. He asked our per- 
mission to take complete charge of dumb, addle-headed 
little Supply and Demand, and 27 million of us said “Sure.” 
We had always thought Supply and Demand something 
of a bad actor, perhaps because at least half the time when 
we made bets with him, he would win. 

I would like to inject a warning that in spite of his dis- 
agreeable manners and apparent disregard of other people’s 
wishes and convenience, Supply and Demand is a lot smarter 
than he looks. Also, like Antaeus, who regained his strength 
by touching the earth, Supply and Demand becomes stronger 
as he is thwarted. The longer his dictates are denied, the 
more determined he becomes and the methods of accomplish- 
ing his ends take on a deviousness which can scarcely be 
traced. As a final tip, while he has lost occasional battles, 
he has never been known to lose a war. 

How does his very confident Big Brother intend to control 
him? Credit supply used to be made up of bank deposits and 
gold imports. Today the Federal Government determines 
supply through: changes in reserve requirements; deficit 
spending, R.F.C. and other lending; shifting deposits as 
between Federal Reserve and private banks; sterilization 
and desterilization of gold; gold and silver purchase policy; 
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genius have created new and better things that have made 
our peopie dissatisfied with the old order. 

It was Wilde who said: “ Discontent is the first step in the 
progress of a man or nation.” 

It was the darkness that produced the lamp.—FREDERICK 
W. NIcHOL, Vice-president and General Manager, Inter- 
national Business Machines Corporation. 


Abdication 


DEAS and principles, as well as kings, can abdicate. There 

are many disturbing signs—and not in Europe or in Asia 

alone—that democracy is moving, in no small measure un- 
consciously, toward abdication. 

The long and steady progress of democratic principles and 
ideals which had continued for some 300 years and which 
the Great World War was to defend and to establish firmly 
forever, has all too plainly been brought to a halt—NIcHOLAS 
Murray But ter, President of Columbia University. 


Government 


the power to print greenbacks; the power to vary the gold 
content of the dollar. 

How does Big Brother Government influence demand? 
Largely as it influences business confidence, but also as it 
influences actual business operations, through regulations. 
Confidence is an intangible made up of the net balance of the 
hopes and cautions of every individual in the country. 
Realities have only an indirect influence upon it. For 
instance, an unbalanced budget for a single year is of little 
or no importance. The factors which bring about a series of 
unbalanced budgets and the philosophical attitude or the 
dearth of constructive ideas which readily turns to unbal- 
ancing the budget on any and all provocations, is a Frank- 
enstein which has been known to consume the entire prop- 
erty and political and social institutions of nation after 
nation. Hope is deadened and caution exalted. 

How else does the Government influence confidence and 
the demand for credit? A business man in committing him- 
self for a loan intends to make money by using the proceeds 
of the loan. He has calculated what conditions will be and 
that a product or a service produced at a certain cost can 
be sold at a profit. He is not a business man if he borrows 
money merely gambling on a change in one of the factors. 
Whether business man or speculator, he is not likely to be 
successful if the power and majesty of the Federal Govern- 
ment is injected to change one of his carefully calculated 
costs. The strange thing about confidence is that it is beside 
the point whether the fears of potential users of credit are 
real or fanciful—the effect is identical. Incitement of labor 
unrest—by the Government whether real or imagined and 
more disturbing when mistakenly fostered as an advance in 
human welfare than when promoted by self-interested peo- 
ple frankly to gain power—tends to reduce business confi- 
dence and increase caution. 

The Federal Government also iniluences confidence and 
the demand for credit through changeable price policies. It 
has been claimed that actual monopolies, as well as those 
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so-called natural ones, have introduced rigidities into the 
economic structure which bring about our serious malad- 
justments which we call “‘depressions.”’ There is probably 
truth in this. It is also true that a company which through 
serving the public long and well and through able advertis- 
ing has created a willingness “to pay for a name”, consti- 
tutes as definite a monopoly as cornering the supply of a 
commodity. Generally it is not the absolute level at which 
these so-called monopoly prices are set which brings depres- 
sions, but rather their inflexibility, their lack of ability to 
change quickly with changes in purchasing power. 

As an offset to this, Big Brother Government has adopted 
a series of price policies—beginning with the I.C.C. back in 
prehistoric times, the various anti-trust acts, and rising to 
crescendo in, first the N.R.A., and more recently the 
Robinson-Patman Act. What does all this represent? Only 
the substitution of a Government rigidity in place of one 
set up by private enterprise. Vaguely our politicians have 
realized this over the past 30 years. The peoples’ repre- 
sentatives have created endless regulatory bodies with fairly 
wide discretionary powers. The fact that discretion was 
provided was an admission that Government price setting 
was no more an escape from the problem of rigidity than 
leaving prices in private hands would have been. But—here 
is the joker—price policies set and reset, adjusted and re- 
determined by bureaus whose decisions carry the full force 
of law, are no less subject to an ambush attack from insanely 
shrewd and perversely determined Little Brother Supply 
and Demand. 

Business confidence may be impaired or destroyed by 
monopolistic practices or monopolistic effects arising from the 
acts of individual units in the economic system. It is, how- 


Armitt H. Coate, Secretary, New Jersey Bankers Asso- 
ciation, before the VircIntA BANKERS ASSOCIATION. 


_, the latter part of 1935 a pension committee was 
formed to study and develop a retirement plan for 
members of the New Jersey Bankers Association. 

We had many problems that were entirely apart from 
other kinds of business. In the first place, we wanted defi- 
nitely to give our men a better pension than they would get 
under the Social Security Bill. We did not want to become 
involved in politics. We wanted a plan that was flexible 
enough to permit anything that was required in the future, 
and to give to the smaller banks all of the privileges of the 
larger institutions, which included average mortality, and 
average credits, which could not be obtained by the smaller 
banks alone. We wanted to prevent, if possible, the migra- 
tion from smaller banks to large banks, and to devise a 
method by which loss of credits would not obtain, when such 
migrations occurred, or when amalgamations or absorptions 
took place. All these contingencies and dozens of others have 
been successfully met in the New Jersey Bankers pension 
plan. 

The first thing we did was to send out a questionnaire, 
asking the banks if they were really interested and whether 
they would go into it. Next we got the age data from the 
banks that were interested. This data was then passed over 
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Pensions, Incorporated 


But You Can’t Make Them Drink 


I BELIEVE that there has come to be general rec- 
ognition that the creation of loanable funds is a 
different thing from the creation of demand for the 
use of such funds. Shipping orchid plants to the 
Sahara and Texas shorthorns to the North Pole is 


not going to make the desert bloom, or the top of the 
world a new cattle country. 

Increase in the supply of credit without increased 
demand means low money rates. The coin is still a 
coin looked at from either side. Low money rates 
mean that demand is too emaciated and weak to use 
the supply.—Mr. GREER. 


ever, paralyzed by monopolistic edicts from Government 
bureaus and legislatures against which there is no defense, 
from which there is no redress and which are based not al- 
ways on business reasoning, but perhaps on some new 
legislator’s ideas for reforming the world, some commission 
member’s private opinion of how an industry ought to op- 
erate, or maybe just on a politician’s grudge. 

Another field in which the Government influences the 
demand for credit is that of actual business regulations. 
Lack of confidence may reduce the incentive to use credit. 
Some other things which government does, mathematically 
eliminate the possibility of profitable employment of credit; 
for instance, the relatively new type of tax laws written to 
accomplish multifarious purposes other than paying the 
cost of government. 


to our consultants for study. Hundreds of calculations were 
made. Dozens of variations were discussed, minutely and 
exhaustively; and the plan finally was presented and 
approved. 

As of January 1, 1937, it became operative. A non-profit 
central organization known as the New Jersey Bankers 
Pension Fund, Inc., was formed to act for the banks which 
became members in all details with the insurance company 
selected to administer the plan and guarantee the contracts. 

The principal features of the plan as it relates to the em- 
ployee members are: 

It is contributory, the cost being shared by employer and 
employee. 

The cost to the employee is about 3.6 per cent of annual 
salary. 

The annual retirement allowance on a refund annuity basis 
is approximately half of total salary received while a member. 

Upon separation from service the employee can withdraw 
his accumulated contributions, without interest, or if they 
amount to $100 or more, he may leave them with the com- 
pany to purchase a deferred annuity beginning at normal 
retirement date. 

After 15 years of continuous service as a member, the 
contributions made by the bank on behalf of the employee 
vest in the employee upon separation from service for the 
purpose of purchasing a retirement income (presumably 
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deferred) provided he does not withdraw his own contribu- 
tions. 

Normal retirement age is 65 for men and 60 for women. 

During the 10-year period immediately preceding normal 
retirement date an employee member may retire, with the 
consent of his bank, on a reduced retirement income. 

In the event of death before retirement the employee’s 
contributions will be paid to his beneficiary. 

If death occurs after retirement but before an amount 
equal to the employee’s total contributions has been paid to 
the employee in the form of allowances the difference will 
be paid to his beneficiary. 

If any bank member should withdraw from the plan, the 
contributions made by the bank vest in the employee mem- 
bers for the purpose of purchasing a retirement income at 
normal retirement date. 

As to the employing banks, the principal features 
are: 

The rate of contribution is about $1.20 for each $1.00 
contributed by the employees. Since the rates of contribution 
by men and women are apparently the same, it appears that 

> bank’s rate includes some loading to offset the five years’ 
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differential between the normal retirement age of the men 
and that of the women. 

There is no recovery by the banks of any amounts paid 
except in connection with separations from service of em- 
ployees with less than fifteen years of continuous member- 
ship service if in good health, interest on such refunds, and 
dividends resulting from favorable experience. 

An optional provision has been included to give credit for 
past service at an increased cost. 

Arrangements have been made to permit reductions in the 
contributions and benefit rates to provide an offset to any 
payments for retirement purposes which may be required 
under the Social Security Act. 

Bank officials are responsible primarily to stockholders, 
but it is within their right and it is a part of their duty to 
formulate and install any plan or method which will solidly 
build and strengthen the corporate structure against the 
known and unknown emergencies of the future. To us it 
seems that a pension plan worked out to fit the requirements 
of the particular territory must eventually, in fairness, be 
adopted by all bankers. We are convinced the state is the 
logical unit for bankers group pensions. 


Orange and Tomato Juice 


GeorcE E. Soxotsky, Journalist, before the MAssacuu- 
SETTS BANKERS ASSOCIATION. 


I WAS recently studying the history of the orange, which is 
a very exciting history, because if you know your Bible, 
there were oranges in Palestine in the time of King Solomon. 
There were oranges in Spain and in China, but nobody until 
1916 knew that oranges were something to drink. 

It happened in a very curious way. A woman got a pair of 
trees as a gift from the Department of Agriculture. Back in 
1873, I think it was, and out of those two trees comes our 
orange industry. And then they grew too many oranges, and 
didn’t know what to do with them. Of course, they could 
have plowed them under. They might have dumped them 
into the Pacific Ocean, or they might have had a strike, and 
they wouldn’t have picked them that year. But you see, in 
1916 there was still wisdom in the world, and so it came to 
them that they ought to find some way of using oranges. 
The natural thing to do was to squeeze and drink them. 
And then some ingenious brain invented an inverted glass 
which he used to squeeze the orange. 


In 1915, that glass didn’t exist. In 1916, it did exist. No- 
body had to ask anybody to do that. They did it because 
they wanted to doit. We benefited because somebody had an 
idea. The whole development of the American standard of 
living is the pursuit of just that type of idea, that type of 
fellow who says, “Why dip your pen in ink? Why not let 
the ink flow through the pen?” 

Another fellow said, ‘‘Why carry the tomatoes in crates 
until they rot? Why not squeeze them and put them in tin 
cans and drink them, so that they don’t rot?” The first 
tomatoes he tried to use that way, the juice came out white; 
he knew he never could sell white tomato juice. There is as 
much ingenuity in the machine that makes it possible for 
the tomatoes to come out red as there is in the continuous 
strip mill of a steel factory. 

All that takes genius and thought and mind, but the es- 
sence of it is freedom. The essence of it is that a man goes to 
his neighbor, maybe to a banker, and says, “I have got an 
idea.” 

And he and the banker, or he and his neighbor, con- 
vert that idea into a commodity and a service. 


**Let the Government Do It” 


©Ounnz is abroad in the land a spirit of apathy and of bafflement, a cry of ‘Oh, 
let the Government do it.” When such a spirit begins to reach even the classroom, as it 
has been doing, ours is the task to give to the young people continued courage, ability to co- 
operate, a sturdy independence and an honest zeal for work.—EmiLy A. TARBELL, President, 
Department of Classroom Teachers, National Education Association. 


A Symptom 


“Our most valuable change between the generations of 1870 and today is the closing of the 
rift between writers and public. The new political feeling of writers, restoring the sense of 
their public relations, is a striking symptom of the present. Is not this sense of a bond with the 
people almost sure to humanize the savage traits that modern writers boast of —VAN Wyck 


Brooks, Author. 
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In the Depositor’s Shoes 


E. S. Woo.Ley, of Woolley, Clark and Company, New- 
burgh, N. Y., before the VircinIA BANKERS ASSOCIATION. 


LL bank depositors agree that their mutual welfare de- 
mands that a bank does not pay more than it can earn, 
whether those payments be made in the form of interest or 
services. They further agree that a bank is entitled to a 
profit. They have no more objection to paying a fair selling 
price for banking services than for any other services. But 
they want those price tags fairly marked. They object to 
discrimination — to a feeling that some are being charged 
more than others. This has been proved in hundreds of 
communities. 

It is true that only a few will argue with the bank execu- 
tive, and that these are the larger depositors. It is therefore 
that much more necessary for the bank executive to get the 
depositor’s viewpoint, to put himself metaphorically in the 
depositor’s shoes. 

It would seem that this has not been done before installing 
some of the service charge measures now in existence. One 
example of this is the use by many banks of “quantity dis- 
counts” on checks issued and average item costs still used 
by a number of banks. These methods actually penalize the 
small depositor for the benefit of the large. 


ONE COMMUNITY’S SCHEDULE 


A SCHEDULE recently installed by several banks in one of 
the country’s larger communities, as published in the 
American Banker, is as follows: 


Monthly averages up to $100 will be charged $1 per 
month and the customer will be allowed 20 items. On an 
average balance of $100 a customer will be allowed five 
items at no cost; $200, 10 items; $300, 15 items; $400, 20 
items; $500, 25 items, and $1,000, 50 items. 

The first 50 items above these limits will cost four cents 
each; the next 50, three cents each; the next 100 items, 
two and a half cents each; the next 100 items, two cents, 
and the next 300 items, one and three-quarter cents each. 

Items are construed as a check written, a deposit made, 
a check cashed or cash handled for an account. 


Disregarding maintenance costs, which are not referred to 
in this schedule, those depositors in the first bracket with 
balances up to $100 are being charged 5 cents per item in 
addition to any earnings on their balances. Presuming a net 
earning rate of 14 of 1 per cent a month these earnings will 
vary from practically nothing to as much as 26 cents per 
month. The next class mentioned are those with average 
balances of $100 which allows depositors 5 items at an ap- 
proximate cost of 5 cents per item paid through the earnings 
on the $100. Each $100 that the balance rises entitles the 


depositor to an additional 5 items without further charge. 

Nothing is said about those depositors whose balances 
fall between the classes, which will happen in the majority 
of cases, so it is presumed that amounts over the hundreds 
would be disregarded. On the face of it this would look as if 
all depositors were treated equally, because a slight extra 
charge to accounts under $100 is warranted for the reason 
that these accounts as a class require more careful watching 
for short checks than the larger bracket accounts. Actually, 
however, analysis reveals that there are many inequalities. 
As an example take the accounts with $1,000 balance. Based 
on the presumption that this means $1,000 collected balance 
and that the reserve is 20 per cent, the account would earn 
$2.66 a month at the earning rate previously mentioned. 
For the 50 items allowed this is a cost to the depositor of 5.32 
cents per item presuming that the entire 50 items are pre- 
sented. 

These items, it stated, “are construed as a check written, 
a deposit made, a check cashed, or cash handled for an ac- 
count.” This means that all items are charged for at the 
same price though both the bank’s costs and the service 
rendered vary materially on the different items, some of 
which cost the bank more to handle and give more valuable 
service to the depositors than others. To average the cost of 
all items, therefore, means that the depositors with a pre- 
ponderance of the less expensive items are overpaying to the 
benefit of depositors with a preponderance of the more ex- 
pensive items. For this reason the average item cost has been 
discarded by most banks long ago. 

There are still many banks, however, which follow the 
practice of reducing the per item charge to the depositor as 
the number of items handled for the account increases. It is 
granted that the cost per item is contingent upon the number 
of items and departmental expenses. Therefore if the total 
items handled by the bank increase without a corresponding 
increase of expenses the per item costs are reduced. Some ex- 
penses, however, must increase in the exact ratio as items 
increase. These expenses are, for example, the printing of 
checks, deposit tickets, etc. 

It is not conceivable, therefore, that any reduction in per 
item costs due to increased volume could be anything like 
that contemplated in this schedule. These reductions are 
approximately 20 per cent for the first 50 items over those 
permitted. A further reduction of 25 per cent for the next 
50 which in turn is reduced by 16.66 per cent for the next 
100 and again by 20 per cent for the next 100. The last 300 
items listed on the schedule cost the depositor only ap- 
proximately 35 per cent of the items originally allowed in 
the different classes, and it is not possible to reduce the per 
item costs this fast no matter how much volume was in- 
creased. 


Better Bosses 


“Ou need today in labor relations throughout industry seems to be the great need for better 
bosses. By ‘‘bosses” I mean those from the straw bosses over just a small group of people 
clear up to the presidents of the companies. These ‘‘dizzy days” we are going through are 
forcing a change in the conception of relationships between bosses and men. We need better 
human relations, and a great many basic attitudes on both sides need to be changed.— 
ALVIN E. Dopp, President, American Management Association. 


BANKING 


The Modernization of Knowledge 


BANCROFT MITCHELL, Manager, Public Utility Depart- 
ment, National City Bank of New York, before the Grapv- 
ATE SCHOOL OF BANKING. 


HAT value is there in advanced banking education to 

bankers who have had from 10 to 30 years of practical 
experience? Banking is not an ordinary business, but is 
supposedly an erudite profession. We must not only know 
the mechanics of our own business but must be acquainted 
with practically everyone else’s business. This is true whether 
we wish to prove useful in any advisory capacity to our 
banking clients, or whether we are investing or loaning our 
funds. In short, we are supposed to know everything about 
some things, and something about everything. 

The problem of acquiring the necessary knowledge would 
be relatively simple if conditions were static. However, they 
are dynamic, and changing conditions are constantly ren- 
dering our knowledge obsolete. Hence, the need for unin- 
terrupted study. Let us note a few illustrations of how 
changing conditions affect the character of investments. On 
December 1, 1929, there were 790 bond issues on the New 
York legal list. Within four years, 118 of these issues had 
deteriorated and were removed from the list. This repre- 
sented a mortality of 15 per cent in four years among issues 
of the highest grade. During the same period 100 other 
issues were added to the list. 

In 1929, a year of prosperity, losses were suffered by 
269,430 corporations, representing 40 per cent of the active 
corporations that filled income tax returns in that year. 

The estimated income of manufacturing establishments in 
the United States rose from about 8% billions in 1933 to 
nearly 12 billions in 1935—a gain of more than 40 per cent; 
however, during this period the income of one industry rose 
50 per cent while that of another rose only 4 per cent. 

As specific illustrations we might mention also the declin- 
ing trend in the manufactured gas industry, where sales of 
gas for residential use in 1937 were lower than in 1933, os- 
tensibly because of the increased thermal efficiency of mod- 


ern gas appliances, the increased use of prepared foods, and 
the competition of electricity; the natural gas industry, on 
the other hand, where there has been marked growth be- 
cause of the high heat content of the product, which conse- 
quently has almost unlimited markets for space heating and 
industrial use; the railroad industry, which since about 1925 
has suffered from competing forms of transportation and from 
organized labor; and the telegraph business, which has suf- 
fered severely from the competition of telephone toll lines, 
from air mail, and from a high labor cost ratio. 

We could go on indefinitely to cite examples of how, in the 
investment field, changing conditions have operated to render 
prevailing knowledge obsolete. The problem of maintaining 
our intelligence about business is like operating a paddle 
wheel—we have to paddle furiously to keep in the same place. 

In connection with advanced banking education, a logical 
question is: “If we are primarily interested in one phase of 
banking, such as for example commercial credits, why study 
another phase, such as investments?” The answer to this 
question seems to be that all phases of banking are closely 
related, and that the differences are purely nominal. 

Why does the Graduate School of Banking serve a useful, 
practical purpose in the educational field? For a number of 
apparent reasons, which seem to include the following:— 

The Summer resident sessions offer bankers a cloistered 
atmosphere for two weeks—the opportunity to view our 
business in perspective. 

The course enables us to study matters outside our office 
routine and thus to broaden ourselves. If we are specialists in 
one phase of banking, it gives us a fine opportunity to acquire 
some practical information about the other phases. If we are 
jacks of all trades and masters of none, we can concentrate, 
partly through the thesis, on a chosen field. 

The extension work motivates us to do work which we 
might not undertake on our own initiative. 

We have been in business long enough to know what we 
are seeking in the way of learning. We are not, as some of us 
were in college, floundering in a bog of academic aimlessness. 


Down East 


HEN in down East Maine in the Summer of 1936 on vacation, I was hobnobbing for the 

first time in several years with a contented farmer who takes in about $200 in cash each 

year for his labor. According to some definitions, he is underprivileged but he is not aware of it. 
The small town in which he lives is not on a railroad and its only mercantile enterprise is the 
general store. For a good many years the paper companies had tried to buy a fine stand of 
spruce on his back acreage and I noticed that it had been cut. In reply to my question about 


it, he said with his inimitable Maine twang: 


“Waal, in 1928 they offered me $18,000 for it on the stump so I told them to take it.” 

“What did you do with all that money at once?”’ I asked. 

“Waal,” he said, ‘I had a $50 U. S. bond Fourth Liberty Loan and I see by the Calais 
paper that they was quoted at 83 and I thought they was as good as anything so I put it all 


in these bonds.” 
“Did you ever sell them?” 


‘“‘No,” he said, “I never bothered to sell ’em but they was all paid ahead of time in 1935.” 

This man, far from salesman, statistics and propaganda, had the nearest to a 100 per cent 
performance of anyone I know in the period 1928-35. It is a fine example of the sanity and 
horse-sense that I believe is down underneath in more people than appears from the surface. 
—F. WINCHESTER DENIO, Vice-president, First National Bank, Boston, and President, 
Massachusetts Bankers Association. 
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IRLAND McK. BEcKmaAn, Secretary 
of Banking, Pennsylvania, before GRouP 
7, PENNSYLVANIA BANKERS ASSOCIATION. 


i vee future of banking in America 
depends, as does the future of all 
private enterprise, upon the measure of 
success achieved by private owners and 
governmental agencies in working out 
together the problems which confront 
the nation. 

The economics of the 18th and 19th 
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Banking’s Future 


centuries, based on the assumption that 
no nation then possessed sufficient raw 
materials, machinery, and man power 
to supply the needs of its people, do not 
apply to 20th century America. 

The law of supply and demand has 
become less significant because we have 
not redefined “demand.” “Demand” 
formerly meant the physical ability of 
people to consume. We realize that 
“demand”? now means the financial 
ability of the people to purchase and has 
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no relation to their physical capacities 
or needs. Until we redefine “demand” 
in terms of ability to purchase and bend 
our efforts toward making it possible 
for our people to buy more of the goods 
they produce, the so-called law of sup- 
ply and demand does not serve as an 
accurate economic measuring rod. 

What will be the position of banking 
in these changed circumstances? We all 
know the traditional function of the 
bank was to collect the savings of a 
large number of individuals and lend 
them or reinvest them to increase pro- 
ductive machinery. We also know that 
the successful operation of a bank rests 
upon sound bank management—man- 
agement that is experienced, alert, and 
always gives first consideration to the 
protection of the depositors who have 
placed their funds in the bank for safe- 
keeping. 

I know that our bankers are for the 
most part eagerly seeking to lend their 
funds and it is mainly the reluctance of 
business and industry to borrow rather 
than refusal of bankers to lend which is 
piling up excess reserves and reducing 
bank earnings. 

But if one of America’s greatest 
problems today, and I so regard it, 
arises not out of shortage of productive 
machinery but lack of adequate pur- 
chasing power, then the role of the bank 
undergoes a marked change. There is, 
of course, need for billions of dollars’ 
worth of new plant and equipment. But 
the larger need is greater consumption. 
And it may well be that the future of 
our banking system lies in its ability to 
handle the financing of consumption as 
well as production. 

The mere outlining of this problem in- 
dicates the need for the closest possible 
cooperation between government and 
banking. The years I have spent in 
public service have convinced me that 
only through joint effort between 
government and business can real prog- 
ress be made toward the solution of our 
problems. 

I want to emphasize one thing. 
Cooperation does not and should not 
mean meek acquiescence by either 
party to the demands of the other. It 
does not involve sacrifice of independ- 
ence, of judgment or of action. 

It is contingent upon a willingness on 
the part of both groups to lay aside 
prejudice or bias in a mutual desire to 
find the soundest and most efficient way 
of solving any particular problem or 


, | group of problems. 
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Louis K. Comstock, President, The 
Merchants Association of New York, 
before the Summer session of the RE- 
PUBLICAN PROGRAM COMMITTEE. 


pga has rightly improved its eco- 
nomic condition, but its methods 
have somehow involved enormous cost 
both to itself and society. Today we find 
our industrial relations in a state of 
turmoil, destructive of peace, a brake 
on economic advancement. The indus- 
trial evolution. and the concurrent 
growth of labor unions have changed 
the nature of the problem; they have 


not given us a solution. Failure to | 
achieve a settlement has become a | 


threat to our national economy. Most 


_ of our attempted solutions have been 


based on the theory that there was a 
necessary conflict between capital and 
labor. There have been two warring 


_camps. Labor has assumed that the 


only motive of the industrialist was 
maximum profits for himself. There 
have been capitalists, selfish and short- 
sighted enough to believe that there 
was profit in the oppression of labor. 
This conception and these attitudes 
have placed the attempted settlement 
of the industrial problem on a plane of 
strife. Labor adopted the strike, which 
is nothing less than a form of warfare. 
Management used the lock-out, which 
is reciprocation in kind. Reaching a 
somewhat higher plane, we occasionally 
tried arbitration with limited success. 
Quite recently, we have reached the 
stage where many seem to believe that 
this age-old problem can be settled by 
legislation. All of these methods have 
failed because they are based on a fun- 
damental misconception of the true re- 
lationship existing in the industrial field. 
They have failed to recognize that the 
interests of labor and management, in- 
stead of being divergent, are common. 
Common interests indicate the neces- 
sity for an entirely different method 
of approach; yet the old methods 
continue to be used at heart-breaking 


cost to capital, labor and society. We | 


must clear away those psychological 
intangibles that enwrap the visible 
facts. 


Once we have placed this matter in | 


the hands of government, employer and 
employee have lost control of their own 
destinies. Government, being what it is, 
frequently covets control for itself. “It 
is the rare governmental promoter of 
collective bargaining who will resist the 
temptation to try to impose his own 
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End Labor Strife 


views of what is rational and good for 
the labor movement,” rightly declares 
Professor Perlman. Government regula- 
tion promotes discontent. When it is 
attempted to regulate labor relation- 
ships by law, each party to the bargain 
is inclined to stand on his legal rights, 
to give no ground, to compromise not 
at all, and to throw cooperation away. 
Human nature is like that. When and 
if a bargain is struck, one side or the 
other—perhaps both—feels a sense of 
loss, of defeat, and the real objective is 
pushed further into the future. 


investment.” 


investment problems. 


No Banking Problem 
Requires 
More Careful Attention | 


“The present high proportion of investments 
may be abnormal, but investment securities may 
continue to constitute an important, if not 
a predominant, part of banking assets. No | 
banking problem requires more careful and 
intelligent attention than that of portfolio 


From “Statement of Principles and Standards 
of Investment for Commercial Banks” recently 
issued by the American Bankers Association. 


| 
| 
| 
| 
ANUFACTURERS TRUST COMPANY, through its Invest- | 
ment Advisory Service, has for several years provided 
highly specialized guidance to banks throughout the United 
| States in the formulation of investment policies and in the 
supervision of bond portfolios. | 

This service includes weekly and monthly comparative 
statistical tabulations of actively traded bonds, semi-annual 
surveys of the leading industries, and detailed analyses of 
individual bank portfolios as well as advice on specific 


Financial institutions throughout the country are cor- 
dially invited to make use of our comprehensive facilities. 


MANUFACTURERS TRUST 
COMPANY 


Investment Advisory Division 


55 BROAD STREET, NEW YORK 


What we require today is not govern- 
ment interference, but a wider applica- 
tion of principles that have already 
proved their worth. 

We are dealing with a public. The 
public expresses itself through its gov- 
ernment. The public grows impatient 
of industrial warfare and the economic 
blights which accompany it. I am not a 
prophet nor the son of a prophet and yet 
I predict that, unless management and 
labor find a method of exercising self- 
control, some less palatable form of 
control will be inevitable. 


95 


| 
ies | 
a6 CU 
nd | 
ble | 
an | 
all 
he 
a 
nd | 
ro- 
| 
ive 
fe- l 
| 
be | 
eir | 
> of 
er 
is | 
ing 
est 
it, 
ive 
| 
unk 
is, | 
urs’ | 
ut | 
on. | 
of | 
to 
as 
in- 
ible 
nd | | 
in 
hat 
een 
og- 
our | 
not 
s on | 
| 
e to | 
way | 
or | 
NGC = 


Banter: 


POSSIBLY WE CAN HELP 


Posssty you have customers whose operations can be 
made more profitable through a relationship with us. 


Many manufacturers have found that by using our 
nationwide credit coverage they are not only entirely free 
from credit responsibilities and losses but are also in a 
position to avail themselves of highly profitable merchan- 
dising opportunities. In using this service they are entirely 
free to devote all of their energies to improving methods 
of manufacture and distribution. 


Future profits will accrue most to those manufacturers 


who are efficient in their production and selling programs. 


We would appreciate an opportunity to cooperate with 
you, in confidence, on specific situations. 


FACTORS 


55 Madison Avenue, New York 
Organized Under the Banking Laws of the State of New York 


Affiliated with COMMERCIAL CREDIT COMPANY, Baltimore 
CAPITAL AND SURPLUS OVER $65,000,000 
New England Representative: Edmund H. Leland, Chamber of Commerce Building, Boston, Mass. 
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